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THE NAVAL PROBLEM ~ 


O thoughtful person can fail to realise the significance 
of the failure of the Geneva Naval Conference and 
of the subsequent decision of the President of the United 
States to ask Congress to authorise by far the largest pro- 
gramme of naval armaments which any nation has proposed 
since the armistice of 1918. These events need not 
presage a naval competition between the British Common- 
wealth and the United States, nor the beginning of another 
drift towards an inevitable world war—as some American 
admirals and some British gloom-mongers are beginning 
to prophesy. They are rather eloquent proof that a new 
and immensely important phase has opened in international 
affairs, a phase which may end, it is true, in dire disaster, 
but which if it is properly handled, may bring about the 
realisation of those hopes of permanent peace which 
mankind has cherished so ardently since the world war. 
For their primary significance is that the United States is 
beginning to re-enter that international arena from which 
she retreated so abruptly in 1920. President Wilson con- 
sciously tried to lead her into international co-operation 
under the emblem of the dove of peace ; and failed. Presi- 
dent Coolidge, almost unconsciously, is leading her back 
into world politics under the emblem of the flaming sword. 
For no nation can contemplate creating the most powerful 
armament in the world without producing far-reaching 
effects, both on its own outlook and on that of all other 
nations. 
This article will consider the new situation which thus 
arises. But in order to set it in perspective, it will have to 
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return once more to the history of the Geneva Conference— 
already analysed in Tut Rounp Tasie*—in the light of 
the fuller information which is now available. It will, 
however, confine itself to a discussion of the Anglo- 
American naval dispute—the real core of the problem— 
and will not, except incidentally, touch upon the relation 
of Japan on the one side, or of France and Italy on the 
other, to that problem. 


1. Berore GENEVA 


N 1916, President Wilson, though almost a pacifist in 

his sympathies, had become so annoyed at the infringe- 
ment of what the United States regarded as her neutral 
rights, through the action of the British navy in capturing 
American goods and vessels and taking them before British 
prize courts, that he invited Congress to authorise an 
immense addition to the American fleet—the construction 
within three years of ten first-class battleships, six battle 
cruisers, and a large number of smaller vessels. The entry 
of the United States into the war in 1917 and the urgent 
need of merchant ships, destroyers and other anti-sub- 
marine craft delayed the execution of this programme. 
But after the armistice it was resumed with the avowed 
purpose, as defined by the United States Navy Board, of 
creating “a navy equal to the most powerful maintained ” 
by any other nation. Had this programme been completed, 
and other nations made no corresponding additions to 
their fleets, the American navy would have been stronger 
than the British navy in 1924. 

In the years after the war the British Government 
practically stopped construction and scrapped nearly 
1,800,000 tons of battleships, cruisers and destroyers. In 
1921, however, seeing the steady increase of the American 
navy, it once more commenced building capital ships—- 

* Tue Rounp Taste, No. 68, September 1927, p. 659. 
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four super-Hoods. Japan also, in 1920, began her so-called 
“eight-eight ” programme of battleships, to be com- 
pleted by 1928. In 1921 the United States Government, 
influenced partly by the economic slump at the time, but 
even more by the desire to put an end to this incipient 
competition in naval armaments, summoned the Washing- 
ton Conference. 

The basis of Mr. Hughes’ proposals was that a ratio 
should be fixed between the naval] armaments of the various 
Powers roughly corresponding to their relative strength at 
the time, that the navies should be reduced to an agreed 
limit and that all war-ships above those limits should be 
destroyed, and that the size and gun power of all new ships 
should be limited under an agreed “ replacement ” pro- 
gramme. The ratio proposed was § for the United 
States and the British Empire, 3 for Japan, and 1°67 for 
France and Italy. As the United States’ contribution to 
limitation, Mr. Hughes offered to scrap all the fifteen 
super-dreadnoughts, most of them over 43,000 tons 
displacement, many of them partly built, if other Powers 
would scrap the corresponding vessels in their possession. 

Mr. Balfour, after a brief consultation with the nations 
of the British Commonwealth, announced that he accepted 
the principle. of equality between the two navies, and the 
Conference went into committee. In the result, the ratio 
proposed by Mr. Hughes was accepted for battleships and 
battle cruisers, the United States only scrapped eleven 
ships* while the British Empire retained the right to buiid 
two new 35,000 ton battleships to compensate it as the 
United States would have at least four battleships begun 
after Jutland as against one “ post-Jutland” battle cruiser 
kept by the British Empire. The arrangement was 
made possible because Great Britain and Japan agreed to 
substitute a four Power pact of a rather meaningless kind 
for the Anglo-Japanese alliance, which had stood both in 
good stead since 1902, in order to satisfy American mis- 

* Two more were under the treaty converted into aircraft carriers, 
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givings, and because the United States and Japan undertook 
that neither would fortify their possessions in a neutral 
zone in the western Pacific, thereby making naval engage- 
ments between their fleets practically impossible before 
the treaties came to an end in 1936, but leaving, so it was 
said, the Philippines indefensible in the event of war. 

No agreement, however, could be reached for the 
limitation of the numbers of auxiliary cruisers, destroyers 
and submarines. This was mainly due to the refusal of 
France, who resented the 1°67 1atio allotted to her for 
battleships, to accept less than an allowance of 90,000 tons 
for submarines and of 330,000 tons for other auxiliary craft, 
though the difficulty of applying the 5:5:3 ratio as 
between the British Empire and the United States to 
cruisers was clearly very great. The only limitation agreed 
to, therefore, was that originally proposed by Mr. Hughes, 
namely, that auxiliary cruisers should not exceed 10,000 
tons or be armed with larger than 8-inch guns. It is said 
that the British delegates opposed the limit for cruisers 
being set so high on the ground that all but two or three 
cruisers at that time were under 6,000 tons and armed 
with 6-inch guns or less, and that if the upward limit were 
set at the high figure proposed by the United States, every 
navy would build up to that limit, with the inevitable 
consequence that both tonnage and expense would be 
increased. ‘This has been disputed on the ground that one 
of the British delegates advocated the American proposal, 
but no verification of the facts seems to be available. 

During the years 1923-24, the British prophecy was 
fulfilled. All the naval Powers made provision for the 
construction of the maximum size cruiser permitted under 
the Washington Treaty. The exact dates and numbers 
are in dispute and are really immaterial, for France, Italy, 
Japan, the United States and Great Britain, all adopted 
the new model and prepared to begin to build substantially 
at the same time, though the United States, as a result 
of her isolation from the rest of the world and of her 
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determination to reduce debt by ruthless economy, went 
ahead with her programme much more slowly than her 
neighbours. By the beginning of 1927 the British Empire 
had eleven large post-Washington cruisers on the stocks, 
Japan four, France three (possibly four), Italy two, and the 
United States two. The United States, on the other hand, 
still had an immense preponderance in destroyers and 
submarines. 

It was this situation which prompted President Coolidge 
to call the Geneva Conference. His object was partly to 
stop this budding competition in cruiser building, and 
partly to secure economy, by reducing or at least limiting 
the British and Japanese cruiser programmes, and so 
diminishing the cost to the United States of maintaining 
“parity.” His invitation stated that “the general prin- 
ciples of the Washington Treaty offer a suitable basis ” and 
that the United States’ Government was “ disposed to 
accept . . . an extension of the 5:5: 3 ratio” to the 
auxiliary classes. The British Empire accepted the invita- 
tion, but made the reservation that limitation must be 
compatible with the special circumstances of the scattered 
British Commonwealth. Japan also accepted this invita- 
tion, but France and Italy declined, and were represented 
only by observers. 


IJ]. WHAT HAPPENED AT GENEVA 


EFORE the parties met at Geneva there had been 

some informal discussions between Admiral Beattie 
and Admiral Hilary Jones, and between Lord Cecil and 
Mr. Hugh Gibson, the broad outcome of which was that 
both sides seem to have felt that an agreement could 
be reached on the general basis of equality, provided the 
need of Great Britain for a large number of cruisers was 
recognised. But there does not seem to have been 
any discussion of the broader political issues which underlie 
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the naval problem, for instance, the problem sometimes 
known as the “ freedom of the seas,” or of how the general 
idea of equality was to be precisely interpreted in terms of 
tonnage or gun power of cruisers. When the Geneva 
Conference met, both Governments vaguely believed that 
there was going to be no serious difficulty in arriving at an 
agreement. 

The Conference opened by each party tabling its pro- 
posals. The American delegation proposed that the total 
cruiser tonnage should be limited to a maximum of 
300,000 tons for the British Empire and the United States, 
and of 180,000 tons for Japan, with a corresponding figure 
for destroyers and submarines. The Japanese proposed 
that auxiliary vessels should be limited to their existing 
figures. Great Britain proposed that the numbers of 
10,000 ton 8-inch gun cruisers should be fixed on the 
5: 5:3 ratio, though she named no figure; that noother 
cruisers should be allowed over 7,500 tons armed with 
6-inch guns; and that economy should be secured in the 
future by delaying the date for the replacement of battle- 
ships and battle cruisers under the Washington Treaty, 
and by reducing the maximum tonnage and guns of all 
types of war vessels from battleships to destroyers. 

Almost at once a wide and, as it proved, irreconcilable 
difference of opinion showed itself on two points. The 
first turned on the question of total cruiser tonnage. The 
British delegation said, in substance, that the figure pro- 
posed by the United States was wholly inadequate. ‘The 
British Navy was the primary line of defence of a group 
of nations which comprise one quarter of the population of 
the earth and occupy a quarter of its surface. It also had 
to protect the interior lines of communication between the 
several parts of the Commonwealth, some of which passed 
through danger zones, such as the Mediterranean, and 
the “food lines” by which the vital supplies of Great 
Britain—which only produces seven weeks’ supply of food 
from her own land—entered the country. The British 
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Government must, it was contended, remain the judge of 
what political risk it could take, and it regarded 70 cruisers 
as essential for its security. What total tonnage that 
figure would involve depended upon the limits to be placed 
on the size of the individual cruisers. The delegation 
thought that the simplest line of procedure was for each 
nation to state what it needed for its own security, without 
thinking too much about exact parity, and see if an agree- 
ment could not be reached on this basis. 

The British demand for cruisers produced immediate 
consternation in Washington. ‘The United States authori- 
ties, while appreciating the special circumstances of the 
British Commonwealth, regarded Mr. Bridgeman’s tonnage 
demands as preposterous—-indeed as something worse, as 
evidently being aimed at the United States herself. Great 
Britain to-day, they said, had 48 cruisers and a total ton- 
nage, if the 10,000 tonners under construction be added, 
of about 387,000 tons. The German navy was at the 
bottom of the sea, there was no new navy in the world. 
Why did Great Britain now demand 70 cruisers, which in 
Washington was taken to imply a total of nearly 600,000 
tons? There could only be one answer, that she was 
building a fleet which would give her supremacy at 
sea, by reason of her many bases all over the world, 
as against the United States, and so was seeking to go back 
on her acceptance of “ parity ” at Washington. 

The British delegation retorted that the idea that Great 
Britain was building against the United States was absurd, 
that her tonnage demands were in the main due to the fact 
that the size of cruisers had been fixed at 10,000 tons at 
Washington, which made necessary the replacement of 
ships of half the size by 10,000 ton ships, as otherwise 
the cruisers of the British Empire would be of a type 
which could easily be destroyed by the cruisers which 
all other Powers were actually building. What she was 
almost entirely preoccupied with was her extremely 
vulnerable lines of communication from Great Britain to 
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the Far East through the Mediterranean, and to Australasia 
round the Cape of Good Hope. They refused, therefore, 
to abate their demands to any considerable degree, though 
they eventually made a proposal which would, so it appears, 
allow a limit of about 425,000 tons for cruisers new and old. 
The United States seems to have informally agreed to go 
as high as 400,000 tons for cruisers, though that imposed 
on her, not economy, but a large increase in her building 
programme, if she was to maintain exact parity. 

According to Lord Cecil, agreement could almost 
certainly have been reached about the tonnage figures, if 
it had not been for the second difficulty, “ parity ”—the 
issue on which the Conference eventually split. Assuming 
agreement on total cruiser tonnage, what limitation was 
to be imposed upon the types and numbers of auxiliary 
vessels ? At the Preliminary Disarmament Conference 
early in 1927, the British and the American delegates had 
both emphasised, as against France and Italy, the im- 
portance of limiting naval power not by “ gross tonnage,” 
but by “categories.” Limitation by “gross tonnage ” 
would mean that each nation could put all its tonnage into 
battleships, or submarines, or aircraft carriers, as it pleased. 
Limitation by “ categories ” meant that the “ tonnage and 
gunnage ” for each class of vessel would be precisely 
defined. As Mr. Hugh Gibson, the American plenipoten- 
tiary, said :— 


It is hard to imagine any system which would tend to create 
suspicion and distrust more than building programmes conceived 
and laid down under such loose conditions (i.¢., gross tonnage) . . . 
We believe that the maximum size of each category should be 
prescribed, also the maximum calibre of gun, and the maximum 
diameter of torpedo tube, because we are convinced that we cannot 
go wrong if we deal with tangible and visible characteristics rather 
than complicate the problem by dealing with characteristics which 
are not openly visible to all the world. 


But when the Geneva Conference assembled, the ques- 
tion immediately arose, ‘ What is meant by ‘ category ’? ” 
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The British delegation said that there were manifestly 
two categories of cruisers, the big 10,000 ton 8-inch gun 
“‘ offensive ” cruiser, mainly of use for battle purposes, 
and the smaller 6,000 ton 6-inch gun cruiser, mainly of use 
for the protection of coasts and trade routes. All Mr. 
Gibson’s arguments, it held, pointed logically and inevitably 
to the conclusion that each category of cruisers should be 
fixed according to tonnage and gun power, as otherwise 
competition in the different types would inevitably set in. 
The American delegation, on the other hand, held out 
for America’s right to put her total tonnage into any type of 
cruiser she pleased, and intimated its intention of using 
it to build twenty-five 10,000 ton 8-inch gun ships, partly 
on the ground that the United States needed “long 
radius ” ships for the Pacific, and partly on the ground 
that only so could she maintain parity with the British 
Empire, which had bases all over the world, and so could 
move its small cruisers freely in every ocean. 

This announcement produced an immediate commotion 
in London. The American proposal, as it appeared there, 
was not for “ parity ” at all, but for supremacy. Whatever 
limit was placed on total tonnage, 300,000, or 400,000, or 
500,000 tons, the British Empire would be forced to put 
the major part of it into relatively small vessels for patrol 
work in the Red Sea and the Persian Gulf, round the coast 
of Africa, in the Indian Ocean, on the China station, 
round Australia and New Zealand, and so forth. If the 
United States demanded the right to have as large a total 
tonnage as the widely scattered British Empire and also to 
put the whole of that tonnage into 10,000 ton 8-inch gun 
“offensive ” ships, she was really seeking not “ parity,” 
but to create a striking force which could destroy the vital 
communications of the British Commonwealth. For, as 
the battles of Coronel and the Falkland Islands amply 
proved, the 8-inch gun ship can annihilate the 6-inch gun 
ship before the latter even comes within range. Accord- 
ingly, the British delegates were summoned to London and 
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instructed that the British Government could not agree 
to any system of “ mathematical parity ’’ which gave each 
navy the same “ total tonnage ” and also the right to put 
that tonnage into any type of cruiser up to the 10,000 ton 
maximum. It therefore put forward another form of 
“parity,” namely, that the number of 10,000 ton ships 
should be equal and that the balance of the tonnage, except 
for a few specified ships of intermediate size, should be 
used for any type of cruiser each nation preferred, provided 
that it was not larger than 6,000 tons nor armed with larger 
than 6-inch guns. 

This reply produced nearly as bad an effect in Washington. 
Here was Great Britain demanding that the United States 
should debar herself from building the type of ships she 
required and should put most of her tonnage into a type of 
vessel which she could not move about the world because she 
had no bases, and which could not equalise this weakness 
by superior gun power. The British, so it appeared in 
Washington, were seeking not parity, but supremacy. It 
was obviously impossible to accept a proposal which meant 
that the United States should spend hundreds of millions 
of dollars upon ships which were unsuited to American 
needs, in order to gain a “ parity ” which was really illusory. 
The delegation refused to accept the British p:oposals 
unless the smaller ships were also free to carry 8-inch guns. 

Thus, there was a complete deadlock. Various compro- 
mises were proposed. The British offered to build no 
more 10,000 ton ships until the United States had built 
up to their level. The United States offered a clause which 
would have enabled Britain to denounce the agreement if 
she became alarmed at the number of 10,000 ton ships 
being built by any other Power. Apparently an agreement 
could have been reached that there were two “ categories ” 
of cruisers. Another proposal was that, while no limit 
should be placed on the number of 10,000 ton cruisers, 
some of them should be armed with 6-inch or 7-inch guns. 
The Japanese proposed a naval holiday. But by this time 
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public opinion in both countries, though calm, was set 
behind its national position, compromises were impossible. 
the Governments were suspicious and at cross purposes, 
and the Conference ended in disagreement thinly veiled by 
a few polite phrases. 

After the Conference certain events took place which 
had a far-reaching effect. Lord Cecil, who had been one of 
the British delegates to Geneva, resigned from the Cabinet, 
because of their attitude towards disarmament, not only 
at Geneva, but at earlier conferences. Mr. Winston 
Churchill made a speech justifying the British rejection of 
the American proposals in which he said that while 


we are in favour, as a broad guiding principle, of naval equality 
between the two great English-speaking nations . . . we are not 
now—and I hope at no future time—going to embody in a solemn 
international agreement any words which would bind us to the 
principle of mathematical parity in naval strength . . . the doctrine 
of naval equality, if it is to be accepted by us, must take into con- 
sideration the whole position of the two countries on the sea and their 
respective risks and vulnerability. 


Immediately after the Conference there had been a 
disposition, both in Great Britain and in the United States, 
to consider that both Governments were to blame for 
the failure. Lord Cecil’s resignation, however, and Mr. 
Winston Churchill’s speech were generally taken in the 
United States as proof that the Conference had failed 
because Great Britain was not prepared to agree to 
“parity ” in cruisers. As the Washington correspondent 
of the London Times* put it, “The President was pro- 
foundly disturbed and greatly annoyed,” and official 
Washington came to believe that the British Cabinet, or a 
dominant section of it, had deliberately decided to “ chal- 
lenge ” the United States on the issue of parity last August. 
It was not slow to take up this “challenge,” and in 
December it was officially announced that the Navy 


* The Times, January 24, 1923. 
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Department, with the approval of the President, was 
presenting to Congress a five year programme for the 
construction of seventy-one auxiliary vessels of various 
kinds, including twenty-five 10,000 ton 8-inch gun cruisers, 
in addition to the eight already authorised. The total 
tonnage was about 400,000 tons, the programme was to be 
completed within eight years, and to cost about $740,000,000, 
or {£148,000,000. Though no final decision has been 
reached at the time these words are written, it seems likely 
that this programme, at any rate as it applies to cruisers, 
will be approved, more or less in its original form, though 
whether the Act will permit the President to use his 
discretion as to the speed with which it is to be carried 
through, or require proposals for modification or delay to 
be referred to Congress, is still uncertain. 


11]. Way tHe Geneva ConrerENCE FAILED 


T is not very difficult, in the light of all these facts, to 

see why the Geneva Conference failed. ‘The first cause 
was a failure on both sides to take into account the political 
significance of the Washington Conference. The people 
of the United States regarded the ratification of the Wash- 
ington Treaty as the ratification of an agreement that there 
was to be equality in future between the British and 
the American navies. They regarded this as a fair arrange- 
ment seeing that they were nearly three times as populous, 
and at least five times as wealthy as Great Britain. They 
regarded it also as a bargain in consideration of which they 
agreed to scrap eleven out of the fifteen super-dreadnoughts 
on which $330,000,000 had been spent, ships which, if they 
had been completed, would, they believed, have given them 
supremacy at sea. They did not worry much about the 
fact that cruisers and destroyers were excluded, because 
that was due to the refusal of France to limit her cruisers, 
nor did they later concern themselves much whether Great 
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- Britain had rather more cruisers, because they recognised 
vaguely her greater needs in that respect, because they 
considered war “ unthinkable,” and believed that loyalty 
to the broad principle of parity would prevent anything like 
real competition in cruiser building between the British 
and themselves. Hence the indignation at the sedulously 
fostered belief that at Geneva Great Britain had “ thrown 
over” parity. 

In Great Britain, on the other hand, it was the text of the 
treaty which was studied. It was perfectly clear from the 
treaty that “ parity ” had only been established in battle- 
ships and battle cruisers. At Washington the widely 
divergent needs of the far-flung British Commonwealth and 
the compact American republic for auxiliary vessels had 
become apparent, the special needs of the British Common- 
wealth had been informally recognised, while the difficulty 
of reconciling those divergent needs with “ parity” in a 
formal agreement had proved so great that neither the 
American nor the British delegations seemed to have been 
reluctant to postpone a solution. Accordingly, when the 
British Admiralty realised after the Washington Conference 
that all the other Powers were going to build the new 
Washington type of cruiser, it set to work to prepare a 
new programme for the replacement of obsolescent light 
cruisers by the new type, on a scale which gave an ample 
margin of security for its vital communications through the 
Mediterranean and round Africa. This programme was 
reduced by the Labour Government in 1924 from eight to 
five, but was partly restored by the so-called Birkenhead 
programme in 1925, which provided for the construction 
of a further nine 10,000 ton cruisers and seven 8,000 ton 
cruisers, four to be built the first year and three in each 
following year. Meanwhile, the United States, though she 
authorised a programme of eight 10,000 tonners, only made 
provision for two up to June, 1927, when the contract for 
the remaining six was signed. 

It is perfectly clear that there was no breach of the Wash- 
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ington agreement on Great Britain’s side. Mr. Wilbur, 
Secretary of the Navy, said in Congress on January 28 :— 


There could not be any possible criticism, in my judgment, of any 
Power signatory to the Washington Treaty, for building any number 
of ships, or any type of ships authorised by that agreement, regardless 
of the §:5:3 ratio. Every Power had that right before the Treaty, 
and it was not modified or affected by the Treaty. . . To say that 
because Great Britain, for instance, has built a larger tonnage of 
cruisers than we have built is no imputation on her part of any 
departure from either the letter or the spirit of the Treaty, in my 
judgment. On the other hand, if we had chosen to build more 
than the other Powers, it would have been strictly in accordance with 


the Treaty. 


None the less, it was a profound mistake for the two 
Governments not to have consulted one another about 
what they were doing. If London had said to Washington, 
“We are building these ships because Europe is still a 
potential volcano and we must secure our communications, 
in view of what other Powers are building,” it would any- 
how have prevented the legend growing up that these 
cruisers were being built against the United States. It 
would also have made it clear to the American Administra- 
tion that they must either induce Great Britain to abate her 
somewhat extravagant provision for “ security ” or make a 
rather larger provision for cruisers themselves, if a bitter and 
violent agitation for a bigger navy based on propaganda con- 
taining accusations against other Powers was not to grow up 
in the United States. But in fact there was no such informal 
exchange of views between the two Powers which had, only 
four years before, agreed in principle to share sea power 
between them on a basis of equality. If “ equality” is 
to remain the broad relation between the two navies in 
future it must be accompanied by intelligent consultation 
about what the other Power is doing. 

The second reason for the failure of the Geneva Con- 
ference was that the solution of the problem of parity was 
considered there almost entirely from a naval and not 
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from a political point of view. The dominance of the 
admiralty point of view can be seen from the programmes 
of the two sides. The British Government proposed a 
scheme for effecting great economies in the future—a per- 
fectly sound scheme—but they stuck like grim death to 
their big cruiser building programme. They refused to 
make any immediate reduction in the auxiliary armaments 
which it was the purpose of the Conference to consider. 
On the contrary, they proposed an increase. The American 
Government, on the other hand, while willing to raise the 
cruiser tonnage above the low figure they originally proposed, 
stuck like grim death to the right to have as large a total 
tonnage as was required in the special and entirely different 
circumstances of the British Empire, and also to put the 
whole of that tonnage into any type of cruisers they chose. 
Under no circumstances would they consider anything less 
than the 8-inch gun. 

Had political considerations been dominant at Geneva, 
an agreement would have been perfectly possible, despite 
these difficulties. Great Britain might have agreed to 
the United States having rather more 10,000 ton ships if 
the United States had agreed to her having a somewhat 
larger total tonnage of cruisers. Or, as Lord Cecil told 
the House of Lords, there might have been an agreement 
if the British Government had not insisted upon exact 
parity in 10,000 ton ships and if the American Government 
had not insisted on arming all their ships with 8-inch guns. 

We need not attempt to assess the exact measure of 
blame which attaches to either side or to any individual 
for the failure at the last moment to extract some sort of 
agreement out of the Geneva chaos. What matters is to 
recognise clearly the nature of the fundamental difficulty 
which caused the failure, for that difficulty still remains and 
may obstruct agreement in the future. Each side pro- 
posed “ parity ” but rejected the “ mathematical ” parity 
proposed by the other side. The British refused to accept 
* total tonnage ” as parity because, if the United States were 
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to have the treaty right to have as large a cruiser tonnage 
as was required to patrol the immensely larger coast line of 
Australia, New Zealand, South Africa, India, East and 
West Africa, to say nothing of Canada and Great Britain, 
and the communications between them, and also the right 
to put that tonnage into maximum gun ships, it would in 
fact be giving her the right to battle supremacy in the 
name of “parity.” The Americans refused to accept equality 
in each of the two proposed cruiser classes as parity because 
if they had agreed by treaty to build no more of the larger 
type ships than Great Britain did, they would in fact, 
owing to the possession by Great Britain of bases all over the 
world, have given a permanent supremacy to the British 
navy outside American territorial waters, also in the name of 
parity. 


IV. Tue Next Step 


HE new American programme may prove to be the 

best thing that could have happened, failing an 
agreement at Geneva. For it gets out of the way, for the 
time being, the difficult question of parity and the ugly 
accusations and insinuations against Great Britain which 
the “ Big Navy ” party have been spreading in the United 
States in their effort to get the Administration to keep the 
American navy up to strength. The United States’ navy 
was obviously under parity, and though the new American 
programme in its original form is considerably greater 
than is necessary to achieve parity, it has been received in 
official circles in London with complete composure. In 
fact, Mr. Bridgeman says that it conforms to his own ideal 
that each nation should build what it thinks necessary for 
its own defence. There will be no increase in the British 
programme to meet it. Indeed, three ships have been 
dropped from the existing programme. There should, 
therefore, for the next few years, be far better relations 
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between the two countries in naval matters, because each 
will be building what it thinks it needs and controversy 
about parity will be stilled. 

But it is important to realise that there will only be 
calm for a year or two and, unless the statesmen use 
that lull to repair the mistakes made during the years 
before Geneva, the last state will be worse than the first. In 
1931 the replacement of battleships and battle cruisers 
begins under the Washington Treaty, and in 1936 this 
treaty itself comes to an end. If replacement begins 
in 1931 there will be a huge expenditure of money on both 
sides to replace battle fleets which to-day are equal and 
without rivals in the world—a perfectly useless expense 
which Mr. Bridgeman’s proposals at Geneva were quite 
rightly intended to diminish. If the Washington Treaty 
is allowed to lapse in 1936, there will be reproduced the 
very situation which arose between Germany and Great 
Britain when the first Dreadnought was put into the sea. 
Each Power will try to design a type of ship which will be 
able to annihilate the ships of the other side, and huge ex- 
penditure for continuous replacement will be inevitable—an 
expenditure which will be extracted out of Congress and 
Parliament by arousing popular suspicion and resentment 
against the other nation. Indeed, if it were not for the 
Washington Treaty which limits the size of the cruisers, 
competition would have already set in. The new American 
cruisers would probably be 12,000 tons armed with 9-inch 
guns, the next year’s British and Japanese cruisers would be 
14,000 tons armed with 10-inch guns, and so on. 

We have, therefore, rather less than two years in which 
to try to reconsider the situation before competition in 
replacement begins—for ships have to be laid down in 
1929 if they are to be ready in 1931—and five years before 
the existing naval programmes are completed, or the 
question of the renewal of the Washington Treaty arises. 

During this period the first step, from the purely naval 
point of view, should be to consider what “ parity ” really 


R 239 





The Naval Problem 


means. The Geneva Conference has revealed the two 
interpretations which one side or the other will not accept. 
Does “ parity”? mean the power of each navy to be on 
equal terms with the other in every ocean in the world ? 
If so, it means the acquisition by the United States of naval 
bases in every ocean or the sharing of all British and 
American bases by the two fleets on equal terms. Or does 
parity mean equality in the Atlantic, so that neither side 
can interrupt the vital communications of the other, so 
that the United States cannot cut the British lines through 
the Suez Canal and round Africa, or the British cut the 
American lines through the Panama Canal and to the 
Philippines? Or again, does Great Britain claim in the 
name of parity the complete control of trade at sea outside 
the western Atlantic and the north Pacific? Or does 
the United States in the name of parity claim the right to 
have a navy which can destroy the British Commonwealth 
any time she likes ? Or are there really two kinds of parity 
—parity in battle fleets and parity for the purpose of trade 
at sea? 

Of course, viewed from a purely naval point of view, 
complete security is only possible by obtaining absolute 
supremacy on every sea, so that all enemy ships have to 
remain locked up in their own ports. To an American 
naval enthusiast, the United States’ trade will never be really 
“safe” so long as Great Britain or any other Power has 
on the sea a single war vessel or merchant ship capable of 
being armed, or unless the United States has enough mer- 
chant shipping to carry all her trade and that of a great 
part of the rest of the world, which can be used as commerce 
raiders in time of war.* Great Britain will similarly never 
be “ safe ” unless she has such a supremacy that, whatever 


* The argument commonly used that Great Britain has an advantage 
in being able to erm her merchant ships gs cruisers as opposed to commerce 
raiders seems to be illusory. The number of ships of a size and speed 
suitable for use as cruisers—even apart from their total lack of armour—is 
almost negligible. 
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war she is engaged in, she can convoy safely all her trade 
and officials and mails across every ocean of the world to 
every part of the Empire without molestation under all 
conceivable conditions. 

It is obvious, of course, that there is no solution of the 
Geneva issue so long as it is looked at from a purely 
naval angle. Every admiralty exists and is paid to 
consider what will happen in the event of war, and to 
ensure victory if war comes. It must play for 100 per 
cent. security. It cannot and ought not to be expected 
to determine what “ political,” as opposed to “ naval,” 
risks its country can afford to take, for that is the business 
of statesmen, not of admirals to assess. Let us, therefore, 
look at the problem from the political angle and take into 
account those political factors which ought to have been 
considered and agreed upon before ever the Geneva Con- 
ference was asked to deal with the naval aspect of the case. 


V. Tue Pourticat Issues 


E future of the world is going to turn on whether 

the British Commonwealth and the United States, 

in the next five or ten years, take a narrowly nationalist or 

a broad and statesmanlike view of their mutual relations 

and of world affairs. Let us consider first the narrow 

nationalist view and what it leads to, a view which both 

the United States and Britain reproach Europe for clinging 

to, but which they both themselves followed faithfully at 
Geneva. 

In that event each side will simply consider how it can 
make sure of its own security and its own commerce and 
supplies. It will rely not mainly on agreement, but on 
the preparation of a naval force capable of enforcing respect 
for its wishes. A competition in naval ship-building will 
set in, and as a corollary, in merchant ship-building and in 
subsidies of various kinds paid out of taxation to secure 
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a larger proportion of the carrying trade of the world. 
As irritation rises under the strain, each side will tend to 
put pressure on the other in the time-honoured way by 
seeking friends elsewhere. If the United States were to 
suggest to Germany a rapprochement which might lead 
to the return of her colonies or some rectification of her 
frontiers in Europe, and compel Great Britain once more 
to mass her fleet in the North Sea, then Great Britain might 
suggest to Japan a rapprochement which would compel the 
United States to divide her fleet between the Atlantic 
and the Pacific Oceans. So the line up for the next world 
war would begin and the nations would commence to 
range themselves on each side. Parts of the British Empire 
would see a hope of political independence in the coming 
struggle ; Asia would see an opportunity of breaking the 
barrier of Asiatic exclusion so imperiously imposed upon 
her by the United States; South and Central America 
would consider how they could most effectively nullify 
the “new ” Monroe Doctrine. Commercial tariffs, export 
embargoes, subsidies and other such devices would 
aggravate suspicion and competition. As time went on 
each Power would become profoundly divided within 
itself. The different parts of the British Common- 
wealth would begin to pull different ways. The different 
races of the United States would begin to divide. Finally 
a state of tension such as existed in Europe in 1914 would 
be reached, when an accident or a fool might at any time 
set a match to the train, and our civilisation would go 
under in a struggle compared to which the world war 
was child’s play, and in which every participant, whatever 
the military result, would be a 100 per cent. loser. That 
is what the future will be if we follow the advice which is 
being so freely tendered from various quarters to the people 
of Great Britain and of the United States. 

Now let us consider the more statesman-like view. The 
interests of the United States, and of the British nations, 


indeed of civilisation, are fundamentally identical. They 
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are threefold—liberty, prosperity and peace. Liberty 
means that the world should progress neither under the 
banner of a Napoleon nor of a Lenin, but of political 
democracy—the more backward peoples being assisted 
by the more advanced until they can take over the control 
of their own affairs, which should be at the earliest possible 
moment. Prosperity means the economic development 
of the whole world so that the standard of living of all 
peoples may be progressively raised by the use of machinery 
and the investment of capital under proper safeguards 
against exploitation and that the markets for the products 
of the manufacturing nations may progressively expand. 
Peace means the creation of arrangements which will ensure 
the settlement of international disputes by reason and 
justice and goodwill, and not, at any rate between the 
civilised Powers, by war, the great enemy alike of liberty 
and prosperity, and the great cause of poverty, unemploy- 
ment and decay. 

Looked at from the broadest angle, therefore, there is 
no conflict between the vital interests of Great Britain 
and the United States. Both care about liberty—as they 
showed in the late war. Both need foreign supplies of 
food-stuffs and raw materials and have to sell their manu- 
factures abroad. Both can only secure this result by raising 
the productive and therefore the consuming power of the 
whole of the rest of the world. Both recognise that war is 
the principal obstacle to the attainment of their desires. 

But if this real community of interest is to be recognised 
as the basis of their policy two difficulties must first be 
solved. The first is the old difficulty known as the 
freedom of the seas. ‘The second is the way in which we 
are to co-operate for the attainment of world peace. 
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VI. Tue Freepom or THE SEAs 


HE right of a belligerent to interfere with the trade 

of a neutral has been the only issue of real importance 
which has ever arisen between Great Britain and the United 
States. It produced the war of 1812. lt produced the 
tension during the American civil war, and if it had not 
been for the action of Germany in invading Belgium and 
sinking the Lusitania, it might have produced a breach 
during the early years of the world war. The attitude 
of each nation has varied according to whether it was 
a belligerent or a neutral, and each, when it happened 
to be a belligerent, has extended belligerent rights to suit 
itself, by such devices as the doctrine of continuous voyage. 
At the moment there is a movement in both countries 
for an international agreement establishing absolute freedom 
of trade by sea under all circumstances in war no less than 
in peace. This movement seems not to take sufficient 
account of recent events. The position as between the 
United States and Great Britain has entirely changed 
since the world war. ‘They now have equal navies and 
each “ commands ” the seas in certain oceans of the world. 
Even if Great Britain were willing to do so the United 
States would almost certainly not sign an agreement 
restricting the use of her own naval power to this extent. 
It seems unlikely that the Senate would ratify an agreement 
which would permit European Powers to pour supplies 
into Mexico in the event of war and forbid the American 
navy to intercept them ; which would prevent the United 
States from stopping sea-borne supplies reaching an Asiatic 
Power, in the event of war in the Pacific; and which, 
it it had been in force during the civil war, would have almost 
certainly resulted in the independence of the Southern 
States. There is a great deal to be said for an agreed 
revision of the laws of blockade and contraband, which 
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seem to be in a very confused state, partly because of the 
changed cenditions of the modern world and partly because 
the action first of the British navy and later of the American 
navy in interfering with trade was justified not as a legiti- 
mate development of sea law, but as “reprisals” for 
German infringements of international law. But this does 
not mean that the United States would to-day stand for 
neutral rights. On the contrary, if a conference were 
to be held to fix the rights of belligerents at sea, Great 
Britain and the United States would almost certainly be 
found standing out for drastic rights as against the whole 
of the rest of the world. 

The basic issue is not what are the rights of a belligerent 
at sea, for each side really wants to be able to make the 
utmost use of its navy, if it becomes involved in war, but 
the question of when belligerents should be allowed to 
interfere with neutral commerce. Once a blockade is 
rightfully established the question of exactly what is contra- 
band and what is not is of lesser importance. It is the 
right to interfere with trade at all that matters most. The 
real reason for the expansion of the United States’ navy is 
no longer so much “ parity ” as to ensure the freedom of 
her own trade in the event of the outbreak of a war in which 
she herself is not involved. The attitude of the United 
States has changed a great deal since 1921. In that year 
she had recoiled from war, she was anxious for economy 
to compensate for the slump, she was concerned to stop 
the new competition in naval building which was just 
setting in. The Washington Treaty gave her peace, 
economy, and parity. In 1927 she was concerned at 
Geneva to secure economy as well as parity in the building 
of auxiliary cruisers. When the Conference failed she 
began to think in quite different terms. She reflected 
“my economic future obviously depends more and more 
upon my being able to buy supplies and sell goods all over 
the world. Iam not going to acquiesce in any other Power, 
and especially Great Britain, being able to intcrrupt my 
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trade every time it gets involved in a war in Europe or 
anywhere else. I am going to create a navy which will 
make her think twice before issuing fresh Orders in Council 
to stop my trade, and which will enable me and not Great 
Britain to decide when and where I shall trade.” 

That, by itself, constitutes the real danger in the situa- 
tion. It means that so long as Great Britain claims the 
right in the name of international law as it exists to-day 
to interfere with neutral trade whenever she decides to 
go to war, the United States will claim the right to break 
the blockade if she does not approve of its purpose, because 
she wants to “outlaw” whatever war she may consider 
to be unjust. And that would be the position of 1812, 
1862 and 1914, in an aggravated form. 

What is loosely called the blockade question, if looked at 
fairly and squarely, however, is not so formidzble as it 
sometimes appears. In the first place, the cutting off of 
trade by sea can only be effective in modern times if 
it is accompanied by a land blockade. Unless the rail- 
ways and frontiers are blocked, a sea blockade is almost 


valueless. | Great Britain, in the future as in the past, 
is very unlikely to attempt to establish a blockade in any 
“‘ private ” war of her own, but only as a partner in some 


it 4 


considerable coalition such as a “ public ” war authorised 
by the League of Nations would involve. In point of fact 
she has only established two blockades since 1800, the first, 
the blockade of the whole of Europe against Napoleon ; 
the second, the blockade of Germany by the whole of 
Europe. In the second place, history shows that both the 
United States and Great Britain have only used the blockade 
for purposes of which the other has, after some delay, funda- 
mentally approved. The blockade of 1812 was imposed to 
defeat Napoleon’s attempt to establish a military despotism 
over Europe. The blockade of 1862 was established to pre- 
serve the Union and to end slavery. The blockade of 
1914 was established to defeat the menace of Imperial 
Germany. The fear and anxiety sometimes expressed in 
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the United States that prosperity may be endangered 
if the rigat of blockade is retained by Great Britain seems 
therefore to be a little exaggerated in the light of the past 
and of the actual facts. 

None the less there is a vital issue at stake. It is whether 
any nation shall have the right to interfere with the trade 
of neutral nations when it goes to war om its own initiative 
alone, or whether the title to exercise belligerent rights is 
in future to be exercised only in wars undertaken under 
some kind of international sanction. ‘The exact point 
can be seen in the declarations of both the Republican and 
the Democratic parties in the United States. Mr. Kellogg 
in his recent correspondence with M. Briand about the 
outlawry of war said that the United States was willing to 
outlaw war “as an instrument of national policy.” Presi- 
dent Wilson, in the second of his fourteen points, insisted 
upon 


Absolute freedom of navigation upon the seas, outside territorial 
waters, alike im peace and in war, except as the seas may be closed 
in whole or in part by international action for the enforcement of 
international covenants. 


What is really in the minds of people in the United 
States, and what ought to be in the minds of people in the 
British Commonwealth too, is the question whether in 
future any naval Power, either Great Britain, or the United 
States or Japan is to be allowed, in waging its own “ private” 
wars, to interrupt the trade of the rest of the world, 
as it is entitled to do under international law as it exists 
to-day. So long as “private” war is not outlawed, 
and naval Powers claim the right to interfere with neutral 
trade under international law, then naval competition is 
inevitable. If, on the other hand, the naval Powers are 
willing to consider developing a system of international 
treaties which would limit their own right to declare a 
blockade to occasions justified by international authority of 
some kind, then not only would a large reduction of naval 
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expenditure all round seem to be in sight, but a new and 
vital element would be brought into the problem of world 
peace. 


VII. Wortp Peace 


NE of the remoter reasons for the Geneva failure was 

that since the unfortunate breach over the League 
of Nations in 1920 there has been no real consultation 
between public opinion in the United States and public 
opinion elsewhere as to how war is to be prevented. 
The rest of the world has gone on trying to make the best 
of the Covenant, the United States has retired into her 
shell, and except for a few enthusiasts her people have 
thought no more about the subject. As a result, the 
League has only been a partial success. Britain has been 
considering her naval armaments as an isolated problem, 
and the political influence of the United States—debarred 
from facing the responsibilities which as a nation she 
should shoulder—has fallen to the lowest level that it has 
touched since Theodore Roosevelt and Woodrow Wilson left 
the scene. 

Recent events, however, seem likely to effect an altera- 
tion in this state of affairs. On the one hand, the new 
naval programme of the United States can hardly fail to 
bring nome to thinking Americans that their country can- 
not combine a policy of refusing all organised association 
with the rest of the world with a steady expansion of 
armaments without eventual disaster. Such a programme 
indefinitely prolonged, would mean that the people of the 
United States, with no adequate way of understanding 
or even of hearing the views of other nations, would in- 
creasingly use her enormous strength to dictate solutions of 
international problems in her own interest. And that, 
as the experience of England in 1776, of Napoleon in 
1815, and of Germany in 1914 shows, ends in a combination 
of the rest of the world to defend right against might. 

On the other hand, the new American programme cannot 
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fail to put an end to any belief which may still exist in 
certain circles in Great Britain that the full implication 
of that “equality ” between the British and American 
navies, which was agreed to in principle at Washington, 
can be “dodged.” Public opinion in Britain had accepted 
the broad principle of equality, but certain elements seem 
to have believed that a partial supremacy for the British 
navy could somehow or other be maintained under the 
guise of parity, just as certain naval elements in the 
United States seem to have believed that their own supre- 
macy could also be established in the name of parity. If 
that delusion is killed once and for all on both sides, and 
it becomes recognised that, however difficult “ parity ” 
may be to interpret in practice, there is a genuine accept- 
ance on both sides of the broad idea of equality, a real 
obstacle to good understanding and agreement will have 
been cleared out of the way. 

The outcome of the Briand gesture about the outlawry 
of war is another significant event. A treaty renewing 
the Root Arbitration Treaty in a new form bas been 
initialled and submitted to the Senate and to the President 
of the French Republic for ratification. The treaty con- 
tains some very interesting provisions. In the first place 
it reaffirms the extremely important but half-forgotten 
“Bryan ” treaties of 1914 which provide that disputes 
“‘of whatever nature they may be” shall, when ordinary 
diplomatic proceedings have failed, be submitted for 
investigation and report to an International Commission, 
and that the parties shall not resort to war before the Com- 
mission’s report is handed ir, which must be within a 
year. In the second place, it contains a new definition of 
the matters which are to be excluded from the scope of 
compulsory arbitration. In place of the old exceptions of 
“national honour,” “independence,” and “vital interests,” 
it substitutes four new categories, i.e., any dispute which 


(a) has to do with matters within the domestic jurisdiction of 
either party (b) involves the interests of third parties (c) depends 
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upon or involves the maintenance of the traditional attitude of the 
United States concerning American questions, commonly known as 
the Monroe Doctrine, (d) depends upon or involves the observance 
of the obligations of France in accordance with the Covenant of the 
League of Nations. 


In the third place the preamble states that the purpose of 
the signatories is to 


demonstrate their condemnation of war as an instrument of 
national policy in their mutual relations but also to hasten the time 
when the perfection of international arrangements for the pacific 
settlement of international disputes shall have eliminated for ever 
the possibility of war among any of the Powers of the world. 


The importance of the draft treaty does not lie in the 
contribution which, if ratified, it would make to the pacific 
solution of international disputes. It lies rather in its 
reaffirmation of the Bryan treaties, in its linking together 
of the Monroe Doctrine and the Covenant of the League 
of Nations, in its denunciation of the use of war “as an 
instrument of national policy,” and in the fact that the 
conclusion of a similar treaty between the United States 
and Great Britain, or presumably the collective British 
Commonwealth, is under consideration. 

It is not generally realised how like the Bryan treaties are 
to those clauses in the Covenant of the League of Nations 
which deal with the prevention of war. Public opinion in 
the United States is apparently as unwilling as ever to 
become a member of the League because it considers that 
Geneva is the focus of the internal politics and intrigues of 
Europe, and because it is determined not to assume any 
responsibility which may entangle it in Europe’s internal 
affairs. But the Senate has ratified more than twenty 
treaties on the Bryan model under which a “ cooling off ” 
period of one year is prescribed before either side can resort 
to war, while an International Commission is to inves- 
tigate and report on the dispute. This procedure is, in 
principle, the same as the provisions of the Covenant, under 
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which every member State undertakes to submit all disputes 
to judicial decision, to arbitration, or to mediation by the 
Council of the League during a minimum period of nine 
months before going to war. It mainly differs from it in that 
it imposes no further obligation such as is imposed on 
members of the League by the Covenant to interrupt all 
commercial and financial relations with any State which 
goes to war without first submitting its dispute to some 
pacific process of settlement. While the United States and 
Europe, therefore, are still far apart in so far as attendance 
at Geneva is concerned, they are far closer together in their 
attitude and their treaty obligations in the matter of the 
prevention of war than is usually realised. The recent 
meetings of the Pan-American Congress in Havana and the 
presence of a Canadian Minister at Washington must tend 
to bring home to the United States how many of the other 
American States have given far-reaching undertakings 
about war both under the Covenant and the Bryan treaties. 

The balancing of the Monroe Doctrine and the Covenant 
of the League against one another in the new treaty is, 
perhaps, even more important, for it points out the road to 
a solution of the real naval difficulty. If it gradually becomes 
agreed that war must be abandoned “ as an instrument of 
national policy ” and that the only legitimate use of force 
in international affairs, by war or otherwise, is for purposes 
such as those authorised under the Monroe Doctrine or the 
Covenant of the League, it must naturally follow that inter- 
ference with sea-borne trade by any navy will only be 
legitimate if it is in support of objects which mankind has, 
through international agreements, defined as just. The 
problems which would arise from the adoption of such a 
system are complicated and interesting, and we cannot 
pursue them here. It may be remarked, however, that 
Great Britain to-day is debarred from going to war, and 
therefore from imposing a blockade, without first sub- 
mitting her dispute to investigation either under the 
Covenant or the Bryan treaties for nine months or a year. 
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Few people seem to realise this in England or the United 
States. If further consideration should prove that some 
agreement to define the “ occasions” when interference 
with trade shall alone be “ lawful,” the main bone of con- 
tention between the United States and Great Britain 
would disappear, for each would relinquish her claim to 
interfere with the trade of the other in “ private ” wars of 
her own, and would claim only to interfere with sea-borne 
trade for agreed “ public” purposes. In other words, 
sea power, instead of being used in Anglo-American 
quarrels, would gradually come to be recognised as the 
primary means of keeping open the sea ways except when 
used to close them in support of arbitration or other 
pacific methods of settling international disputes. That 
American opinion is beginning to consider this aspect of 
the problem can be seen from the terms of a resolution 
submitted to (but not approved by) the Senate by Senator 
Capper towards the end of 1927.* Obviously no system 
of “ sanctions ”’ to enforce arbitration can be effective if the 


United States claims the right to “ break ” the blockade, 
and to transfer the trade of the blockading nation to her 
own merchants. Nor can economic or “bloodless ” 
sanctions be really effective without the co-operation of the 
United States. 


VIII. Conctiusions 


HERE does not seem to be much doubt that the 

English-speaking nations are entering “the valley of 
decision.” The answers which they give to questions which 
are now coming up will decide whether the world is to 
drift towards a war which will end civilisation or whether 
mankind is going to take that definitive step towards per- 
manent peace and the ending of war between civilised 
Powers for which it has been hoping with ever fainter hopes 

* For the terms of the resolution see the Appendix. 
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since 1918. Other nations can do little to help or hinder 
the result—vast as the consequences to themselves must 
be. On the English-speaking peoples rests the main 
responsibility. 

For Great Britain the issue is comparatively simple. 
The days of her Imperial temptations are over. She is no 
longer the only sea Power in the world. The choice before 
her is whether she will be prepared, not to relinquish her 
naval strength or her right to protect her vital communica- 
tions against improper attack, but to recognise that she 
must only use it to interfere with the trade of other nations 
in accordance with international law and in support of 
peace through arbitration. That may seem difficult. 
But the long view shows that it is by the limitation not of 
her rights as a belligerent but of her right to become a 
belligerent that her trade and that peace which is her 
greatest interest are secured. If she refuses she will 
simply impose competition on the United States under 
conditions which will justify such competition, and in such 
a contest the greater purse will prevail. 

For the United States the issue is more complicated. 
Her greatest difficulty is that she is now the strongest 
and most invulnerable State in the world. She is 
tempted, as other States under similar conditions have 
been tempted before her, to refuse the irksome restraint 
which law and association with her neighbours impose, 
and to multiply her strength in order to get her own way, 
confident in the righteousness of her own intentions. 
That way, also, in the long run, tragedy lies. ‘The surest 
road to the continued prosperity and peace which she needs 
is co-operation with the rest of the world to end war 
by establishing that arbitral alternative to war which she 
has always advocated in the past. 

Finally, there are the other nations of the English- 
speaking world. They have also an indispensable part to 
play. They are as vitally interested as the two principal 
parties. A quarrel between the United States and Great 
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Britain would tear Canada asunder and imperil all the 
others. Genuine Anglo-American co-operation must be 
the cardinal purpose of their foreign policy. They, and 
especially Canada, are the natural intermediaries between 
London and Washington. Personal contact between the 
statesmen of Great Britain and the United States—of the 
kind that has taken place between Sir Austen Chamber- 
lain, M. Briand and Herr Stresemann with such good results 
for Europe in the last three years—is difficult to bring 
about for reasons of distance. But it can to a great extent 
be supplied through Ottawa. ‘The younger nations can 
anyhow help to remove misunderstandings, and see that 
the lack of touch which did so much to cause the Geneva 
failure does not occur again. The first stage in the solution 
of this fateful naval question may well be the Imperial 
Conference of 1929, when the question of how and to what 
extent the Washington treaties are to be renewed will come 
up for decision. 

There is then a great opportunity as there is a great 
responsibility before the English-speaking world. It is 
not a question of their combining merely for their own 
benefit, for that would rally the rest of the world against 
them. It is a question of their using their sea power as the 
main support of pacific methods for the settlement of 
international disputes. If they fail they will drive 
humanity to disaster worse than 1914. If they rise to the 
occasion they can, in association with the rest of the civilised 
world, give a new birth to freedom and lasting peace to 


mankind. 


APPENDIX 


Senator Capper announced on November 22, 1927, that 
he would offer a joint resolution which, if adopted by both 
Chambers and signed by the President, would put the 
United States on record as ready to :— 

“ By treaty with France and other like-minded nations 
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formally renounce war as an instrument of public policy 
and to adjust and settle its international disputes by 
mediation, arbitration and conciliation. 

“ By formal declaration to define as an aggressor nation 
one which, having agreed to submit to arbitration, begins 
hostilities without having done so. 

“ By treaty with any nation to agree that the nationals of 
the contracting governments would be denied protection 
by their governments if found giving aid and comfort to an 
aggressor nation. 

“ Request the President to enter into negotiations with 
any nation for the purpose of concluding treaties in further- 
ance of this policy.” 





MANCHURIA: A DRAMA OF 
RAILWAYS AND POLITICS 


I. A Triancutar STRUGGLE 


N the foreign relations of China, Japan and Russia 

play important parts, and the scene of their action is 
Manchuria. Within China proper they have interests 
and purposes which have provoked conflict in the past 
and may provoke significant conflict, or perhaps even 
more significant accord in the future. But nothing 
within the Great Wall has a concern for Japan comparable 
to her Manchurian interests; and for Russia too, Eastern 
Siberia, the Chinese Eastern Railway and Vladivostok 
are more important than the Yangtze. Russia and Japan 
have fought one another, in war and diplomacy, on this 
Chinese territory ever since Japan first encountered the 
resistance of Russia in 1894, when she was compelled to 
relinquish the Kwantung peninsula, the prize of the 
Chinese war. After a brief period, the fortunes of Japan 
in north-east China rose once more at the expense of 
Russia. The Manchurian war of 1904 gave Japan what 
Russia had refused her ten years before: the Anglo- 
Japanese alliance enabled her to increase her hold on the 
mainland with little fear of international consequences, 
ind the great war presented opportunities in 1915 and 
1919 which she was not slow to seize. At the close of 
the Paris Conference Japan was in control (though not 
in occupation in every case) of Manchuria, Eastern Siberia, 
Inner Mongolia and Shantung, with a pro-Japanese Govern- 
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ment in Peking and Japanese outposts on Lake Baikal ; 
and the only fly in the ointment—a very effective insect 
too !—was the Inter-Allied Committee of Control which 
administered the Chinese Eastern Railway. Not for 
seventy years had Russian prestige in the Far East fallen 
so low, and the vaulting ambition of Japanese imperialists 
seemed to have realised itself almost by magic. But 
the moment of triumph was fleeting. On May 31, 1921, 
the United States Government warned Japan that it could 
not “ acquiesce in any action taken by the Government 
of Japan which might impair existing treaty rights or the 
political or territorial integrity of Russia.” The tide had 
turned; and by the end of 1922 Japan had fallen back ~ 
to her position of 1910, the year in which she annexed 
Korea. The Russo-Japanese struggle for the control of 
Northern Manchuria was apparently resumed, on terms 
less unfavourable to Russia than seemed possible only 
two years before. 

Now, it has become the habit to regard Manchuria as 
the scene of a duel between Russia and Japan; and the 
foregoing paragraph may seem to lend colour to that view. 
In fact, however, it is the arena of a triangular struggle in 
which the third party, China, has begun to play a part 
less supine than hitherto. Manchuria is Chinese territory, 
though lying outside the Great Wall, and Chinese “Govern- 
ments,” North and South alike, miss no opportunity of 
reminding Japan that Chinese rights must be respected. 
An indication of the Japanese attitude may be found in 
the fact that the official guide books issued by the Japanese 
Government Railways exclude Manchuria from the volume 
on “ China,” and place Korea, Manchuria and Siberia in 
a volume by themselves, an arrangement which has some 
political significance. Japan claims a “ special position ” 
for which she has fought and which she protects largely 
by her control of the South Manchurian Railway ; and in 
September 1927 the President of that’ railway, Mr. 
Jotaro Yamamoto, declared publicly that what Japan 
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had bought with the blood of her soldiers at Port Arthur 
she would defend even to the point of war if necessary. 
Russia, on the other hand, seeks to regain her prestige in 
eastern Asia, and to retain effective control of her outlet 
to the Pacific Ocean at Vladivostok, which implies not only 
ownership of the Trans-Siberian Railway, but also the 
maintenance of Russian rights in the management of the 
Chinese Eastern Railway. The crux of this three-fold 
rivalry lies in the railways of Manchuria, and the railway 
map* is, therefore, the key to Manchurian politics. 


Il. Tue Raitway Position 


HE railways of Manchuria are of three kinds, Chinese, 

Japanese, and Sino-Russian ; and over them all China 
has definite rights, either of actual ownership, or of purchase 
at given dates under specific treaty terms, or of reversion 
without purchase. The two pivots upon which all Man- 
churian railway transport turns are the South Manchurian 
Railway which runs from Dairen via Mukden to Changchun, 
and the Chinese Eastern Railway which runs from Man- 
chuli (on the Manchurian-Siberian border) to Pogranichnaya 
where it joins a section of the Trans-Siberian line leading 
to Vladivostok. Both lines were originally constructed 
by Russia under the Sino-Russian Agreement of 1896, 
the southern branch from Harbin to Dairen being added 
to the original Chinese Eastern Railway project after Russia 
obtained the twenty-five year lease of Port Arthur in 1898. 
In 1905, this section, Changchun-Dairen, passed into the 
control of Japan under the Treaty of Portsmouth and has 
since been known as the South Manchurian Railway. 
Incidentally, we may note that the Japanese Government 
changed the gauge from five-foot to standard, so that 
there is now a break of gauge at Changchun. 


* A map will be found at the end of this article. 
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Under the original agreement of 1896, the Russo-Chinese 
Bank received the contract to construct and operate the 
railway and the Chinese Government subscribed five 
million taels to the capital of the Bank. The Chinese 
Eastern Railway Company was created to exploit the con- 
tract, with a president nominated by the Chinese Govern- 
ment and a seal granted by it. The operating rules were 
to conform to Russian usage, and the shares of the company 
to be held only by Chinese and Russian subjects. The 
company held the line on a lease of eighty years, with a 
break at the end of thirty-six when the Chinese Govern- 
ment might exercise its option of purchasing it; but if 
that option were not exercised, the whole railway would 
pass free of cost into the ownership of China at the expiry 
of the original eighty years. It will be seen, then, that the 
option date (1932) is approaching. When Japan took 
over the southern section in 1905, the original lease had 
twenty-seven years to run, but in 1915, as the result of 
the Twenty-one Demands, the term was extended to 
ninety-nine years in all; and the Japanese now maintain 
that both in 1905 and in 1915 they secured from China 
an undertaking not to construct new lines, parallel to, and 
competing with, the South Manchurian Railway. The 
significance of this claim will be apparent later on; and 
meanwhile, the terms of the Chinese Eastern Railway 
lease have given rise to sharp controversy between China 
and Russia, both in respect of the condition of re-purchase 
at the thirty-six year break and in respect of the current 
conditions of management. For the present purpose we 
may leave aside the French claim to an interest which is 
based on the fact that French capital was one of the main- 
stays of the Russo-Chinese Bank under the regime of the 
Tsars. 

The railway map of Manchuria is thus in the shape of 
a T, and the chief cause of controversy is the exploitation 
by railway construction of the area on either side of the 
upright stroke. Both sides serve vast and rich regions, 
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bearing timber, cereals, beans and minerals, and neither 
side, except part of South Manchuria, at present carries 
a large population. Without endorsing some of the 
more extravagant comparisons which roseate forecasts 
of Manchuria’s future have prompted, such as the state- 
ment that it possesses greater wealth in agriculture, min- 
erals, and water-power than the valley of the Mississippi, 
we can see that it offers a home and good prospects to a 
population many times its present numbers, and that it 
was no hyperbole for the vice-president of the South 
Manchurian Railway to say that in five years (1927-1932) 
the total railway mileage will have grown from its present 
3,000 to 5,000, there being under actual construction 
in 1927 just under 600 miles of new line. And it is a fact 
of melancholy import for China that the three Manchurian 
provinces account for more than one-third of the total rail- 
ways of China, the other eighteen provinces possessing some 
6,000 miles against the 3,000 miles built and 600 building in 
Manchuria, and that the creator of the contrast is Japan. 
Present evidences of development also are to be found 
elsewhere than in railways. The three Manchurian 
provinces (Fengtien, Kirin and Heilungkiang) are prosperous 
as none other in China: Dairen has risen in twenty years 
from the fortieth to the third place among the ports of 
China, and will soon dispute with Tientsin the right to the 
second ; great concessions in timber, gold and water-power 
have brought capital in large quantities; and with this 
growth has come a new population. But whence ? Twenty 
years ago the Japanese believed that they had found in 
Manchuria the solution of their domestic problem of 
overcrowding ; and if the country had been continuously 
and effectively colonised from Japan, there would have been 
a very different situation both in Japan and in Manchuria 
from that which to-day exists. Japan has failed to colonise 
Manchuria and has been forced merely to exploit it. 
Despite inducements, the Japanese people has not over- 
flowed into the wide regions of Manchurian prosperity 
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which lay open to them twenty years ago, and to-day 
those regions are filling at the rate of at least half a million 
a year with Chinese from Shantung, Chihli, and even from 
Honan, Anhui and Kiangsu. Moreover, a most significant 
change has come over the character of the Chinese migra- 
tion throughout the five northern provinces. Before the 
Chinese civil war reached its acute stage, this migration 
was largely seasonal—“ spring come, autumn go ”—and 
the net increase of the population in Manchuria from this 
source was not large; but since 1923, and by leaps and 
bounds since 1925, the movement of permanent settlers 
has grown. By junk, by rail, by steamer ; from Shanghai, 
Haichow, Weihaiwei, in trickles; from Tsingtao and 
Tientsin in unbroken streams; turning their backs for 
ever on their congested homes, the peasantry of north 
China move further north to seek in Manchuria, even at the 
cost of a freezing winter, the security which civil war denies 
them at home. This growth in population, estimated at 
two million in four years, has great economic significance 
for the three eastern provinces, and especially for the rich 
virgin areas north of the Chinese Eastern Railway ; but it 
has also a political significance which is not small now, and 
will grow greater every year. It is the sheet anchor of 
Chinese rights. 

Of the three rivals in Manchuria, Japan is the strongest ; 
and in order to appreciate the strength of her position, as 
well as the change in the whole Manchurian situation since 
1905 it is necessary to study, as closely as available informa- 
tion permits, the railway map once more. As we open it 
we shall bear in mind that it is vital to Japan that the 
economic resources of Manchuria should be available to 
sustain the economic life of her islands and that it is vital 
to China that neither Japan nor Russia should strengthen 
their existing hold on Chinese territory outside the Great 
Wall. For Russia it is vital that the shorter line of com- 
munication to the Pacific Ocean via the Chinese Eastern 
Railway should not pass wholly out of her control. The 
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foundation of Japanese power, both in trade and in war, 
is the South Manchurian Railway, the extended lease of 
which has nearly seventy years still to run under the Sino- 
Japanese Treaty which followed the Twenty-one Demands 
in 1915. ‘The zone of the railway is protected by a division 
of the Japanese army stationed at Mukden ; and the areas 
selected for business and residence in all the towns along 
the railway are systematically planned and provided with 
light and power, in both respects presenting a marked 
contrast to the Chinese towns beside them. The more 
highly developed region lies between Dairen and Mukden ; 
but the significant railway projects, which show the trend 
of Japanese penetration, lie further north. A little more 
than one hundred miles north of Mukden is the junction of 
Szupingkai from which the most important new line on 
the west side of the T runs through Liaoyuan and Taonan 
to Anganki on the Chinese Eastern Railway, seventeen 
miles south of Tsitsihar. ‘This line is the first limb of a 
general design by which the Japanese intend to divert the 
increasing traffic of central and north Manchuria from the 
Chinese Eastern Railway and Vladivostok to the South 
Manchurian Railway and Dairen. Subsidiary lines on either 
side will feed the main line. On the east side of the T the 
Japanese control the Changchun-Kirin line, are actually 
pushing it eastward to Tunhua, and have surveyed exten- 
sions south-eastward to join the line from northern Korea 
at Kainei and northwards to Ninguta and Hailin, the latter 
a station on the Chinese Eastern Railway about 80-100 
miles from the Manchurian border of the maritime province. 

These projects have a definite economic justification, 
and as the northern area begins to fill with new population 
they are assured of a prosperous future. It is, however, 
their political effect which gives them a significance now 
and hereafter. Every mile of new construction increases 
Japanese control, and as the railway leases are long, the 
period of Japanese exploitation has no immediate limits. 
China is thus driven to adopt her own measures in order to 
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secure her part in the railway traffic and to strengthen 
her power to insist on her sovereign rights in Manchuria. 
The Chinese plan is based on the existing Peking-Mukden 
line, and the preparations made in 1927 for the resumption 
of the harbour-works at Hulutao show that the Chinese 
intend to make that port the future rival of Dairen. 
Hulutao is served by a branch line which runs seawards 
from Lienshan, a station on the Mukden line some distance 
north-east of Shanhaikwan, the point where the Great 
Wall reaches the Gulf. The main line runs from Peking 
via Tientsin and Chinchow to Mukden ; and on September 
3, 1927, the eastern extension from Mukden to Hailung 
was opened for all traffic by the civil Governor of Fengtien 
(Moh Teh-hui) in the presence of General Yang Yu-ting, 
the chief of staff to Chang Tso-lin. This Mukden-Hailung 
line is the southern section of a project which will eventually 
carry the Peking-Mukden railway to Kirin where it will 
touch the eastern section of the South Manchurian Railway 
and may eventually be carried beyond it northwards. Ina 
similar fashion another north-western feeder for Hulutao 
has been constructed via Takushan to Changwu and is 
being pushed on to Tungliao (also called Payintala) where 
it will meet a Japanese-built line from Liaoyuan. Beyond 
that, the Chinese project is inchoate ; but there are indica- 
tions of an intention to establish connection between 
the Chinese Eastern Railway and the Peking line, indepen- 
dent of the South Manchurian Railway, by new lines from 
Hailar, or Anta, or both. Sincheng (also called Fuyu or 
Petuna), a town on the Upper Sungari River about equi- 
distant from Harbin and Changchun, seems likely to play 
an important part in the development of Chinese railway 
plans in this region, but although lines running from it 
to Kaitung, Anta and Harbin were reported in Peking in 
1927 to be projected for immediate construction, little in 
fact was done by the end of the year. 

“These projects have aroused vigorous Japanese opposi- 
tion. The Japanese Government maintains that, when 


263 





Manchuria: A Drama of Railways and Politics 


the South Manchurian Railway lease was transferred from 
Russia to Japan in 1905, and againon the occasion of the Sino- 
Japanese Treaty of May 1915 (the Twenty-one Demands), 
the Chinese Government engaged not to construct, prior 
to the expiry of the South Manchurian lease, any main 
line or any branch line which might be prejudicial to the 
interest of the Japanese line.* The Chinese deny the 
validity of the claim, and Tang Shao-yi is reported to have 
said that no such agreement was ever signed. Mr. Mac- 
Murray, the United States Minister in Peking, whose 
compilation is commonly regarded as the most authori- 
tative, describes the protocol quoted by the Japanese as 
“alleged”; but, though uncertainty surrounds it, it is 
probable that some such undertaking was given by China 
in 1905, if not in 1915. ‘This dispute is an important 
fact in Sino-Japanese relations to-day, and is often quoted 
to prove that Chang Tso-lin is not the puppet of Tokyo. 
We need not linger over the evidence for and against the 
authenticity of the text upon which the Japanese claim 
rests; for the important feature of the situation is the 
deliberate resolve of the Chinese to play an effective part 
in Manchuria. Even Nationalist opponents of Chang 
Tso-lin applaud his policy and console themselves with 
the reflection that, inconvenient as he is to-day from their 
domestic point of view, he has upheld Chinese rights, 
and when he goes he will leave behind him substantial 
Chinese assets in Manchuria. His imperturbable pro- 
secution of railway construction in the face of Japanese 
protests and even of downright Japanese obstruction 
(as, for instance, at the Kirin end of the Mukden-Hailung- 
Kirin extension) shows how shrewdly he realises the limits 
of Japan’s present ability to enforce protest by action. 
Moreover, some of the sting of the protest was drawn when 
Vice-President Matsuoka, of the South Manchurian Rail- 


* “ Alleged Secret Protocols to the Sino-Japanese Treaty of Decem- 
ber 22, 1905,” ‘‘ Treaties and Agreements with and concerning China,” 
edited by J. A. V. MacMurray, p. 554 (2 vols., New York, 1921). 
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way, admitted (September 1927), that “the new as well 
as the existing lines will have all they can do to handle 
the increased traffic, and the talk of the danger of com- 
petition will be found to be exaggerated.” 

Three months ago (December 1927), it was China’s 
turn to protest ; for when news of the proposed loan of 
$30,000,000 from J. P. Morgan and Company to the South 
Manchurian Railway leaked out as the result of Mr. 
Thomas Lamont’s visit to Japan, the Nationalist Govern- 
ment in Nanking saw therein an American intention to 
buttress the position of Japan in Manchuria, and addressed 
a vigorous protest to Washington, accompanied by a 
Press campaign, in which one writer framed his charge 
under the caption “ America helps Japan to annex Man- 
churia.” The purpose for which the loan will be used is 
not yet clear; but it is known that Manchurian Railway 
bonds bearing a high rate of interest mature this year, 
and that three-fifths of the recent internal Japanese loan 
of 50,000,000 Yen will be absorbed by their repayment. 
As the company is now completing the doubling of the 
main line from Kaiyuan to Changchun, and has a large 
replacement programme in hand, as well as financial 
demands from several of its manufacturing subsidiaries, 
including the Fushan collieries, the destination of the 
American loan can be guessed without resort to a hunt 
for more sinister motives. Nor is there much ground 
for the charge made by the London correspondent of the 
Chicago Tribune that Japan has been preparing for warlike 
intervention in Manchuria. Indeed, apart from pre- 
cautionary measures which are no material for sensation, 
there are substantial reasons for believing that the Japanese 
Government is pacific if watchful, and that both the 
domestic and the international position of the Japanese 
Empire demand a cautious policy in Tokyo. 
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II]. Tue Réxz or Japan 


URNING now from the Manchurian problem in 

its Chinese aspect, we approach it from a point of 
vantage whence it leads deep into international politics. 
We have seen that China is not content to play a mute 
and minor part in the fate of the three eastern pro- 
vinces ; but Chinese action in Manchuria has not yet the 
same import for the peace of the Far East, or indeed of 
Asia and Europe, that Russo-Japanese relations possess. 
And of the three actors in the Manchurian drama, Japan 
plays the leading rdle. 

To diagnose the mind of Japan is no easy task, for the 
great war and its aftermath have introduced several unde- 
fined and confusing factors. Some of the more obvious 
elements in her changed position are clear enough :— 

1. The fall of Imperial Germany and with it the removal 
of the great exemplar which, in constitution and policy 
alike, had become the very pattern of excellence in the 
minds of the Japanese oligarchs and soldiers ; 

2. The change in Russia from Tsar to Soviet which, 
while changing nothing of the ultimate Russian purpose 
in Asia, introduced disconcerting novelties in European 
diplomacy, and gave the propagandist State a new 
way of entry into the domestic politics of friend and foe 
alike ; 

3. The equally disconcerting birth and flourishing 
adolescence of the League of Nations which may be said 
to be the measure of the completeness of the change 
from a world ruled by the Hohenzollern-Hapsburg- 
Romanov tradition to the world of the “ new diplomacy ” ; 

4. The ending of the Anglo-Japanese Alliance, which 
we may take as the definite moment at which the new 
stock-taking began in Japan, the Washington Four Power 
Treaty being so much less definite in form and substance 
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as still to leave Japan a freedom of choice which she did 
not possess under the Alliance ; 

5. The growth of new domestic forces, primed with 
“dangerous thoughts,” which threaten the equilibrium 
of her constitutional imperialism and foreshadow the 
political hegemony of the proletariat. 

All these and others of more obscure nature combine 
to make the future of Japan uncertain, even to her own 
most experienced leaders. What is certain is change. 
Now, of domestic change there need be no long dissertation 
in these pages; but even domestic change is likely to be 
so great a factor in the evolution of a new foreign policy 
that it is not irrelevant. Its nature is already visible, 
its final effects unknown. It is the result of Japanese 
economic policy since 1868, accentuated and accelerated 
by the wild prosperity of the years of the war; and its 
most extreme political manifestation is to be seen in the 
sudden leap from a limited to a universal male franchise, 
from two and a half million voters to eleven million! 
Rarely has any nation so intemperately challenged its 
own fate. Large changes in the balance of domestic power 
and in the foreign policy of Japan will follow this radical 
electoral change. We need not attempt to foretell them ; 
but we cannot fail to perceive that, amid all changes, 
one thing remains constant and dictates to Japanese 
oligarch and democrat alike the ultimate aim of policy, 
namely, the imperious economic needs of Japan. 

Japan grows at the rate of 700,000 new mouths every 
year; and to-day her population of 65,000,000 is the 
nightmare of her Government. The old belief that an 
imperial policy of colonisation would provide outlets 
for her overflowing population is not valid; for, though 
Japan annexed Korea in 1910 under the protecting screen 
of the Anglo-Japanese Alliance, and has every year increased 
her hold on Manchuria, mainly to provide new homes for 
her surplus people, the people themselves refused to emigrate, 
and Japanese imperialism thus lost its original justification. 
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It was then seen that if colonies could not take the popula- 
tion, markets must supply the means of support at home; 
so Manchuria, both as a market and as a source of supply, 
must be retained. But once in Manchuria, where was 
Japanese expansion to stop? China could not give the 
answer ; but Russia had given it once before and might again. 
A large query thus hangs over the Manchurian future. 
Some there are who read the railway map which we described 
a page or two back, as conclusive evidence leading to war. 
Others, harking back to Russo-Japanese agreements of the 
past, and especially to those which were designed to baulk 
American plans, predict a closer rapprochement between 
Russia and Japan for purposes farther-reaching than 
anything that has yet gone before. In either event China 
has a vital interest. If Russia and Japan agree to share 
the spoils, China will pay the forfeit. If Russia and Japan 
pursue their rivalry in Manchuria, and fail to agree, the 
present impotence of China may not be fatal. Which way 
will the die be cast ? 

Of war there is no immediate danger; for no Power 
seems likely to press Japan to the point where her resistance 
must mean war. China will not do so, because she cannot : 
Russia will not do so because she prefers a back-stair 
approach rather than a frontal attack and has not the means 
to sustain another Manchurian war. Moreover, those 
who read the situation of 1928 in terms of 1904 and thence 
predict the inevitable war have missed the most significant 
point. The rdles of 1904 are reversed in 1928. Japan is 
the advancing Power, Russia the defensive. It is quite true 
that Russo-Japanese rivalry is the great factor; true also 
that there is a real conflict of interests behind the rivalry ; 
but it does not follow that rivalry means war. The weaker 
party will not risk war, and it is not necessarily in the 
interest of the stronger to provoke it. Indeed we may find 
evidence in the railway map and in the physical resources 
of the two parties to show that war is a very improbable 


event. What Japan has done is to put herself in a position 
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of such strength that Russia will hesitate to challenge her 
and that, in favouring circumstances, Russia may be dis- 
posed to be friendly. Japan is thinking not only of Soviet 
Russia in 1928, isolated, turbulent, provocative and weak ; 
but of Russia in, say, 1950, stable, strong and able to carry 
out projects in Asia more permanent than any federation of 
autonomous republics. If Russia can be given sufficient 
guarantees for her access to the Pacific Ocean and for 
some share in Manchurian development she may betake 
herself to other parts of Asia and there carry on the historic 
Russian process which from Merv to Canton has given 
British statesmen periodical insomnia. To bring her to 
that frame of mind, it may be necessary to demonstrate the 
futility of unreasonable ambition in Manchuria, and that 
demonstration Japan has been diligently preparing for the 
last few years. 

The strength of this demonstration is, again, the Japanese 
control of the Manchurian railway. In the event of war, 
Japan can capture Vladivostok by a coup de main; or, failing 
the success of a sudden surprise, she can compel Russia to 
use the circuitous route of the Amur section of the Trans- 
Siberian Railway, which virtually means the isolation of 
Vladivostok, because the Power that holds Harbin can make 
even the Amur line practically impassable. Within a year 
or two from to-day Japan will be astride of the Chinese 
Eastern Railway at Hailar (west of Harbin) and at Ninguta 
(east of Harbin) : she will be able to pour armies into Man- 
churia via Korea and Dairen, perhaps even via Vladi- 
vostok: and finally she is at least seven days nearer her 
base than Russia in Manchuria. Thus without accepting 
the somewhat fictitious estimates of Japanese efficiency 
which have had currency since 1905, when Japan defeated 
a corrupt and inefficient enemy far from his base, and,did so 
with no great margin to spare, we may conclude that the 
scales are heavily weighted in favour of Japan, and that 
Russia will probably find a less hazardous stake to play else- 
where. The goodwill of Japan, moreover, even if it be 
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bought at a price, is an international asset which Soviet 
Russia is not likely to ignore. ’ 
This is a speculative estimate in which there are many 
uncertain factors. The uncertainties are described above ; 
and we need but add here that the experience of Japan since 
1914, and the effects of the war upon her whole life have set 
up progressive changes in Japanese politics which are likely 
to dethrone militarism and to give the more liberal school 
of thought greater power in the counsels of her policy. The 
militarist school is still powerful, but is losing ground. It 
has few representatives in the Press; and the great per- 
sonages who were wont, in former times, to win its vic- 
tories—as much by controlling its intemperate zeal as by 
exploiting its power—have now passed from the scene. 
Effective control is no longer in its hands. The Tanaka 
Government, whose arrival in power in April 1927 was 
hailed as a sign that the strong hand had won in Tokyo, has 
so far justified neither the fears of the liberals nor the 
expectations of the militarists ; and everything now awaits 
the verdict of the new electorate at the polls. The truth is 
that the economic straits of Japanese finance and industry 
forbid adventure and that every circumstance counsels 
caution. Meanwhile, the Japanese Government has con- 
ducted a series of negotiations with Soviet Russia which are 
designed to eliminate from their relations in the Far East 
several subjects of possible economic conflict and therefore 
of political tension. Agreements concerning the exploita- 
tion of oil in northern Sakhalin and in Siberia and other 
questions preceded the discussion of the question of 
Japanese recognition of the Soviet Government ; and even 
as early as April 1927, when the British Government was 
engaged in expelling the Soviet Agent from London and 
Chang Tso-lin’s Government had raided the Soviet Military 
Attaché’s office in Peking, the Japanese Prime Minister, 
Baron Tanaka, in his first statement of policy to the Diet, 
pointedly referred to Russia as “ our friendly neighbour.” 
The international consequences of a Russo-Japanese 
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rapprochement are incalculable, and the rapprochement 
itself is not yet to be regarded as a fact. But enough has 
been said to establish it as a possibility which no interested 
party can afford to ignore. To explore all the avenues 
down which it might lead, and to what results, is a task 
beyond the scope of this article and may be allowed to 
await further developments. There are certain reflections, 
none the less, to which it gives rise and which may be set down 
as reasons both for a watchful interest and for a suspension 
of judgment upon the consequences, good or evil, of such 
anentente. We have seen how Japan is passing through a 
profoundly interesting stage in political development ; and 
the same is true of Russia. A writer in Tue Rounp 
Tasie* recently said that “ the revolution has still to run 
its course; the new Russia has not yet arisen from the 
ashes.” And he concluded that, while the Russia of the 
October revolution is going through a process of change, 
“the revolution has gone too deep into the bones of the 
people ” for it to be possible to return to the old regime, 
and whatever new regime may be in store, “unless Russia 
should be involved in another foreign war, the change is 
more likely to be gradual than catastrophic.” Now, a 
rapprochement with Japan might be a stabilising factor 5 
and if it were contemporary with a gradual resumption of 
normal relations between western Europe and Russia, its 
effects might well be good. At present Russia is still an 
outcast from the fold, though looking with the eye of 
sceptical expectation at the League of Nations. Japan, 
too, feels that, while her position in the League is valuable, 
the comparative impotence of the League in eastern Asia 
gives her a free hand, in circumstances which the ending 
of the Anglo-Japanese Alliance only serves to accentuate. 
Therefore, if the alleged rapprochement were to proceed 
to definite treaty engagements while Russia is still held at 
arm’s length by the West, the effect might be to weaken still 
further the influence of the League in the Far East, and to 
® In Russia Now. Tue Rounp Taste, No. 69, December, 1927. 
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open the door to Russo-Japanese designs of a most formid- 
able kind both for Great Britain and ultimately for the 
whole world. The ultimate effect of the suggested Russo- 
Japanese entente will thus depend on the one hand on 
Russian relations with the Western Powers, and, on the 
other, on the policy pursued by the same Powers in China. 
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A PLEA FOR NATIONAL ECONOMY, 
PUBLIC AND PRIVATE 


I. Tue Trousie To-pay 


REAT Britain is spending more than she can 

afford on goods for internal consumption if she is to 
supply the capital requirements of those parts of the 
Empire which are dependent on her for money for capital 
development, and to do her share in financing the reconstruc- 
tion of Europe. If she does not lend more abroad, she 
may permanently lose an important part of her export 
trade and if she lends more, without a corresponding 
increase in her savings, she may risk the maintenance of 
the gold standard. From the standpoint of her internal 
economy the urgent need is for an increase in the supply 
of new capital in Great Britain in relation to the demand. 
Political tranquillity in Europe and Great Britain’s power 
to assist in restoring and maintaining economic and political 
tranquillity in Europe are similarly largely dependent on 
an increase in the capital available to be lent by London. 
From the Imperial-political standpoint an increase is no 
less necessary if the equilibrium of the British Empire is 
not to be seriously disturbed owing to an increasing 
tendency on the part of the Dominions to look to the 
United States of America for loans and then for something 
more. From the standpoint of government finance there 
is little hope for the taxpayer and less still for the producer 
while this state of things lasts. Industrially, although the 
gap between prices and the cost of production in the 
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country’s most important industries has been sensibly 
lessened since the restoration of the gold standard, cotton 
manufactures, coal mining and the iron and steel industries 
are still in the dumps. Nearly half the proceeds of central 
taxation are devoted simply to the payment of interest on, 
and the amortisation of, the internal debt, that is, are 
extracted with some friction from the pockets of all the 
taxpayers simply to be put back into the pockets of those 
among the taxpayers who are also holders of government 
securities. The burden of central taxation is in fact heavy, 
and is for reasons of psychology felt to be much more 
heavy than it is. And with the burden of rates even more 
severe than the burden of central taxation, the country as 
a whole, and particularly the producer and the unemployed 
worker, is wallowing in gloom and looks hopelessly on the 
future, with the surprising yet natural result that both 
Government and people—at least so it seems to the casual 
observer—have embarked on an orgy of reckless spending. 

The Government naturally in such circumstances comes 
in for widespread condemnation. That it has done much 
to reclaim bogged land—to use the Prime Minister’s own 
metaphor—both in Europe and at home is to some degree 
recognised, but not perhaps with adequate gratitude. 
But the Government itself seems to be conscious that it 
has neither achieved nor visualised big results, and part of 
the general atmosphere of gloom is undoubtedly due to a 
feeling of despair in Government and people alike. Can 
nothing more be done than painfully to reclaim a tiny 
island here, a tiny field there amid the morass? Would 
not a bolder admission in high places of the diseases from 
which the country is suffering, a bold analysis giving full 
recognition to the gravity of the disorder, itself stir a 
responsive chord in the people’s hearts? Among Mr. 
Lloyd George’s greatest services to the country during the 
war was his readiness to face and state uncomfortable facts, 
and the response never failed. If in addition to a bold 
recognition of the deep-seated nature of the ills from which 
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the life of the country is suffering, the Government could 
set forth a considered policy of recuperation, without 
pretending that it could be realised over-night, with full 
acceptance of the fact that the recovery must be slow and 
gradual, would not Britain recognise and be thankful for 
sincerity and respond with faith and trust and dogged 
determination ? Nothing is worse for the psychology of 
Great Britain than a shallow, cloudy and insincere optimism 
among its leaders. 


II. Tue Nationat Dest Prosiem 


T is impossible in a short essay to cover more than a 

small portion of the ground. Agriculture is in urgent 
need. The unemployment problem and the problem of 
Imperial migration, the problem of rationalisation of 
industry and many others require separate but interdepen- 
dent study, and the solution for each must be brought into 
relation to the whole. It is proposed in this article to 
approach the problem from the standpoint of the Budget 
and the National Debt, and merely to suggest here and 
there how other aspects of the problem bear on, or are 
wrapped up with, the solution of the Budget problem. 

The central problem of the Budget is the problem of 
the internal debt. So long as the rate of interest on 
government securities remains at its present level, the 
taxpayer can get little if any relief. It is true that the 
rentier has been exceptionally well treated, indeed pam- 
pered, by the fall in prices generally and by the high yield 
on first-class securities to which he has been accustomed 
of late years. But human nature stands in the way of any 
grateful recognition of such boons when they are accom- 
panied by very high direct taxation and the fear of even 
higher direct taxation. Moreover, the rentier probably 
knows in his bones that there is an element of insurance 
against speculative risks in the rate of interest offered to 
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him to-day even on British government securities. The 
producer and the unemployed worker have no such com- 
pensation for their burden and their hopelessness as the 
rentier has. There is much discontent in government 
circles and in the country at large at the apparent failure 
of the efforts and sacrifices made in providing a considerable 
sinking fund to bring about a reduction in the nominal 
total of the debt or the burden of interest. And there is 
some risk that the Government and the taxpayer may unite 
despondently in the dangerous policy of reducing the 
sinking fund for the purpose of reducing taxation, on the 
ground, whether honestly believed or not, that the sinking 
fund policy has failed. The Colwyn Committee’s report 
is a mine of information and should at least warn the 
Government against such an error, but unfortunately it is 
a bulky document or series of documents and lacking in 
conciseness. There is nothing crisp or arresting about its 
style or its arguments, and it has failed to produce the 
impression it deserves. Yet the reasons for the failure of 
interest rates on government securities to respond to 
treatment are not far to seek. The application of a real 
sinking fund must tend to keep rates of interest on govern- 
ment securities down, but neither the present sinking fund 
nor even a considerably larger one can be effective in 
securing a big reduction of these rates, if meanwhile, 
directly or indirectly, the Government is making new 
demands on the market for capital equal to, or greater in 
amount than, the money provided by the sinking fund. 
The effect on the internal debt of the present sinking 
fund, appreciable in amount as it is, is minimised by 
several factors working in the contrary direction. To begin 
with a large and increasing proportion of the {50,000,000 
at which the permanent figure of the sinking fund stands 
goes in reduction of external debt. No one with vision to 
see the effects on British credit can entertain serious doubts 
of the wisdom of Mr. Baldwin in insisting on coming to 
terms with our creditor, the United States Government, 
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in 1923. But it is not perhaps fully realised that a sinking 
fund devoted to repayment of external debt affords no 
direct assistance in solving the problem of reducing the 
burden of the internal debt or of dealing with maturing 
debt or floating debt. ‘The sums which go to pay interest 
and principal upon external debt are from an economic 
point of view a deferred payment for unproductive expen- 
diture outside the Empire. They have to be raised out 
of the proceeds of current production, but neither the 
interest nor the principal come back into the pockets of 
the British taxpayer. There is no rentier whose taxable 
income for the purposes of the British Treasury is increased 
by the payment of the interest on this debt, and the surplus 
capital fund of the country is diminished by the amount 
devoted to repayment of the principal. It is true of 
course that towards meeting the payments to the United 
States of America there are available considerable sums 
received in repayment of debts due from the Allies, and 
without these the burden would be very much greater. 
This fact is concealed by the Treasury’s method of account- 
ing and it is for consideration whether a departure might 
not advantageously be made in this respect from the 
generally sound rule under which the payments from the 
Allies are treated as revenue in the annual Budgets and 
the payments to America as expenditure. If both receipts 
and payments were passed through a special “ External 
Debts Account ” and only the balance, if any, required to 
make the receipts equal to the payments were charged as 
expenditure against the annual Budget, the true position 
would be more clearly brought before the public. It 
would then be seen that the sinking fund charges for which 
the taxpayer is being asked to provide were in fact much 
less than the nominal figure of £50,000,000 and that after 
all he is not making so great an effort as he thinks in the 
direction of amortising internal debt. 

Apart from the use of the sinking fund for external debt, 
another factor reducing its effectiveness is the ear-marking 

278 





The National Debt Problem 


of a considerable, though uncertain, proportion of the 
sinking fund for the redemption of government securities 
tendered in payment of death duties and of further con- 
siderable amounts for the redemption of particular loans, 
such as the 4 per cent. Victory and Funding loans and the 
3% per cent. Conversion loan. The latter amounts are 
indeed, directly or indirectly, available for purchases of 
stock in the open market, the ideal form of application of 
a sinking fund, and it is merely the fact that they are ear- 
marked for particular forms of debt, instead of being 
available at discretion for all forms, that diminishes the 
full utility of this portion of the sinking fund. This draw- 
back is chiefly felt in connection with the problem of 
maturing debt and most of all perhaps in relation to the 
floating debt. But the ear-marking of a large amount for 
the redemption of securities tendered in payment of death 
duties is more seriously damaging to the efficient working 
of the sinking fund. In the last analysis, securities so 
tendered are in fact a form of maturing debt, the one-sided 
option in favour of the holder being in effect a right to 
anticipate the general date of maturity of the loan to which 
it attaches. The option exists and must be assumed to 
have been given in return for adequate consideration and 
since it has to be honoured it is no doubt inevitable that 
the money to meet the obligation should come out of the 
sinking fund provision in the Budget. It is pertinent, 
however, to observe that the statistical statements regarding 
the amount of debt maturing year by year understate the 
problem in so far as they ignore this special form of maturing 
debt, and that the magnitude of the problem of dealing 
with maturing debt and of securing relief to the taxpayer 
by renewing such debt at lower rates of interest is one of 
the strong arguments in favour of the maintenance of a 
considerable sinking fund. 

The connection between internal debt, the sinking fund 
and death duties has been examined at length by the 
Colwyn Committee. The estimated yield of death duties 
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in 1927-28 is {[68,000,000, which is {3,000,000 more than 
the amount of the specially enlarged figure of {65,000,000 
for the sinking fund in the same year and {18,000,000 
more than the regular figure of {£50,000,000, while it is 
nearly double the amount normally available for redemption 
of internal debt. The fallacy that death duties are a tax 
on capital has been suitably exposed in the report of the 
Colwyn Committee, but it has to be realised clearly that 
death duties, however admirable as a tax, tend to throw 
large blocks of government securities continually upon 
the market (even though that tendency is in part corrected 
by the option of tendering certain of them direct to Somer- 
set House in payment of death duties) and that the 
facts displayed arithmetically above afford a strong 
economic and financial argument for a large sinking fund. 
In passing it may be noticed that one at least of the ex- 
pedients adopted by Mr. Churchill in his last Budget for 
achieving a balance with a higher sinking fund was to a 
large extent illusory. The appropriation to revenue of 
the cash balance of the Road Fund, with an obligation to 
honour the demands of that fund, as and when they accrue, 
by payments out of the Exchequer, merely amounted to 
the cancellation of a certain number of Treasury Bills 
held by the Government itself for the Road Fund. Ob- 
viously this operation did nothing to increase the sinking 
fund monies available for use in the open market and was 
only a somewhat complicated change, even though an 
improvement, in book-keeping methods. 

This last consideration leads directly to what is really 
the kernel of the matter. The plain fact is that the amount 
applied from the sinking fund in recent years in reduction 
of internal debt has not been enough to prevent an increase 
in the amount of direct obligations of the British Govern- 
ment in the hands of the investor, and has fallen con- 
siderably short of the amount added to the indirect obliga- 
tions of the Government in the hands of the investor. 
While with one hand the Government has been applying 
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sinking fund monies to redemption of direct government 
debt held by the investor, the other hand has been busily 
increasing its indirect obligations by the issue of colonial 
guaranteed loans, ¢.g., for Palestine, loans guaranteed under 
the Trade Facilities Act and so forth, and in addition the 
Government has been calling on the National Debt Com- 
missioners to finance large advances for the unemployment 
insurance fund, for the extension of the telephone system, 
for other capital expenditure purposes and for the Local 
Loans Fund. The result has been that on balance the 
National Debt Commissioners have been sellers not 
buyers of government securities. When it is remembered 
how large are the resources in the hands of the National 
Debt Commissioners available from the Post Office and 
Trustee Savings Banks and other sources, it is a phenomenon 
which should surely arrest attention that, in spite of these 
resources, the National Debt Commissioners are not only 
unable to supplement the working of the sinking fund by 
taking government securities off the market for their own 
investment purposes, but have had to sell government 
securities to the market in order to finance the capital 
expenditure of the Government. The issue of Local Loans 
stock to the public, instead of to the National Debt Com- 
missioners, would at least have been a palliative, since while 
increasing the indirect obligations of the Government 
held by the investor it would have decreased the volume 
of direct obligations so held, and though a more far-reaching 
remedy is clearly needed it is surprising that the Treasury 
have not taken even this step to minimise the evils of a 
situation which they cannot but recognise as thoroughly 
unsound. 

In these circumstances the comparative ineffectiveness 
of the Government’s sinking fund policy needs no further 
explanation. A much larger sinking fund would still have 
failed to give an adequate return in such unfavourable 
conditions. It cannot be too strongly insisted that a 
sinking fund by itself is not enough. It must be 
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supported by acts of policy in other directions. How can 
the Government hope to reap for the taxpayer the benefits 
of a gradually falling rate of interest on the occasion of its 
successive conversion operations if all the time in a market 
in which the demand for capital is tending to exceed the 
supply it is itself making new demands for capital in excess 
of the amount of capital set free by its sinking fund opera- 
tions? For every {100 of government securities which 
they take off the market by their sinking fund purchases 
the National Debt Commissioners are sellers of at least 
£150 for other purposes. Is it surprising that since 1923 
successive issues of Conversion loan have been at prices 
continually more favourable to the investor and that the 
investor in consequence is increasingly indisposed to make 
a satisfactory response to such offers ? Is it surprising that 
the task of dealing with maturing debt becomes yearly 
more oppressive and that the floating debt still exceeds 
£700,000,000 ? 

The Sisyphus-like character of the labour which the 
Government is attempting has not even yet been fully 
exposed. No sooner was a limit set to the liability for 
further guarantees under the Trade Facilities Act than a 
Bill was carried imposing on the Treasury a liability for 
guaranteeing loans to a total of {33,000,000 for the Elec- 
tricity Commissioners. ‘The demands of the Local Loans 
Fund have already been mentioned, but these are only a 
minor item among the demands for new capital emanating 
from the local authorities and other public or quasi-public 
bodies for purposes of housing, slum clearance, roads, 
sanitation and so on. Loans issued by local bodies without 
a government guarantee do not constitute direct or 
indirect obligations of the central taxpayer but they are a 
mortgage on the rates, and even though there is no Treasury 
guarantee, the borrower is in close competition with the 
Treasury and the largeness of the demand for new capital 
in relation to the supply makes these local borrowings an 
influence only less strong than when the Government 
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itself is a borrower in keeping up the rate of interest on 
government securities. 

Of course all capital demands are to some degree com- 
petitive, and it is only by a real modification in favour of 
the borrower of the relation between the demand for and 
supply of new capital that big results can be secured. But 
money borrowed on their own security by external borrowers 
has the merit of bringing an addition to the export trade 
of the country, and an addition to the taxable capacity of 
the nation, without any corresponding increase in its 
liabilities as a nation, and such loans by directly assisting 
production contribute to the solution of the unemployment 
problem and to the improvement of the national balance 
of trade, and money borrowed by private borrowers for 
productive purposes whether internal or external involves 
no mortgage on taxes or rates. ‘The large demands of the 
local authorities therefore doubly aggravate the difficulty. 
They depress the prices of government securities with 
which they compete and they increase the cost and reduce 
the available supply of new capital which if lent to other 
borrowers for internal or external purposes would serve 
directly to increase the taxable capacity of taxpayer and 
ratepayer. The essential remedy can be simply stated— 
an increase in the capital fund, or in other words an increase 
in the new savings of the nation, and a decrease in the 
supply of government and other securities outstanding 
with the public in relation to the demand. Both Govern- 
ment and public can contribute to this end by a concerted 
effort after economy in the truest sense of the term. 

The Government is in a real difficulty. Constructive 
social policies cost money and there is real need for con- 
structive and reconstructive policies. It is useless to 
rail against Government’s extravagance in general or to 
demand drastic cuts in staffs or the closing down of ex- 
penditure on social services. There has been and is a real 
need for housing schemes, slum clearance, improvements 
in education and sanitation, for provision for unemploy- 
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ment insurance and widows’ pensions. It is probable that 
such expenditure must ere long be increased, not dim- 
inished, and in the revolution which is taking place in 
industrial conditions in Britain who can say, for example, 
that all thought of provision of superannuation allowances 
for elderly coal miners or increased provision for inter- 
Imperial migration must be ruled out absolutely ? More- 
over, such expenditure if wisely directed is in the truest 
sense economic and even financially reproductive, if the 
next generation of taxpayers can be helped to attain a 
standard of comfort and productivity which will improve 
the yield of existing scales of taxation and leave a surplus 
either for reduction of those scales or for more rapid re- 
payment of debt. Nevertheless there is room for doubt 
whether the country is really getting full value for all the 
new social expenditure it has undertaken. An impartial 
enquiry by trained economists into the economic value of 
much of the present expenditure on education, health, 
sanitation, etc., might be of very great utility in throwing 
light on this question. It is more than probable too that, 
even if it were found that the directions in which expendi- 
ture is being incurred are on the whole right and wise, the 
mistake is being made of attempting too much in too short 
a period. It may well be that a reduction in the pace at 
which social reform is being attempted would hasten, not 
retard, the achievement of the goal. In regard to ex- 
penditure on other than social services, the outstanding 
problem is a reduction in the burden of the debt. With 
the coal stoppage of 1926 and the general strike so recent 
a memory, the Government can hardly be blamed, if on 
economic and political grounds alike, it hesitates to add 
materially to the burden of taxation in order to increase 
the sinking fund. It is a reduction, not an increase, in the 
burden of taxation that the country, with a sound instinct, 
is demanding ; and as has been shown, a mere increase 
of the sinking fund could not effect much. It would 
effect nothing at all if owing to the increase in taxation the 
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addition to the sinking fund was balanced by a corresponding 
reduction in the national savings, a danger which for 
psychological reasons cannot be ignored. Somehow or 
other there must be at least a temporary reduction in 
government expenditure. There is the crux. There is 
always waste, some of it easily preventable, in the 
expenditure of a huge organisation and especially perhaps 
of a Government. An occasional drastic overhaul such 
as was conducted by the Geddes Committee in 1921-22 
or more successfully by the Inchcape Committee in India 
in 1922-23 may be valuable, but there is little reason to 
believe that another such Committee could do much 
service in regard to the British Budget at the moment. 
It is policy which dominates the scale of expenditure, and 
except within narrow limits that scale can be materially 
altered only by acts of policy. What is needed therefore 
is a deliberate decision by the Government to reduce 
expenditure of every kind, wherever its continuance, or 
continuance at the present pace, is optional. Both Govern- 
ment and country would be surprised to find how much 
is really possible, if such a decision were deliberately taken 
and systematically applied. Every kind of avoidable new 
expenditure should be decisively negatived for a period 
of, say, three years. The negative should be applied 
impartially to social services, defence services, departmental 
services, etc. Every opportunity for temporary postpone- 
ment of expenditure should be ruthlessly seized. Abnega- 
tion should be extended alike to revenue and capital charges, 
alike to new guarantees for colonial or other loans and to 
extensions of the telephone system not absolutely and 
immediately essential. There should be no need to shut 
down altogether on existing avenues of expenditure, but 
everywhere the policy should be to go slow. Such a 
policy would of course lead to outcries in many influential 
quarters. It would be complained that the Government 
were adding to the already appalling figure of unemployed 
workers. It would be said that the policy was penny wise 
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and pound foolish, that this or that item of expenditure 
would bring in a return of Io per cent. or 20 per cent. and 
to postpone it was wasteful folly. The answer in every 
case must be the same. If government expenditure, 
direct and indirect, on capital or revenue account, continues 
unchecked at the pace of the last few years, there is no 
prospect of relief for the taxpayer, no prospect of any early 
diminution in the burden of the debt. But if by reduced 
government expenditure on capital or revenue account, 
direct or indirect, the balance in the capital fund can be 
increased even for a few years only, the supply will at least 
have a chance of overtaking the demand, and what is a 
return of Io per cent. or 20 per cent. or even more on a 
particular outlay in comparison with the gain to the tax- 
payer when 3% per cent. Conversion loan stands at 88 and 
maturing loans can be consolidated on a 4 per cent. basis ? 

Much of the saving from a reduced rate of expenditure 
would accrue indirectly, the relief taking the form of a 
reduced government demand and a reduced demand by 
local bodies for new capital. There should, however, 
be a margin in the form of reduced Budget expenditure 
leading to an appreciable, even if small, revenue surplus. 
How is this to be applied ? It would be safest of course to 
use it for a temporary increase in the sinking fund, thereby 
directly increasing the amount of capital seeking a new 
avenue for investment. The taxpayer and particularly 
the producer would, however, make a strong bid for a 
reduction in the burden of taxation. Slowing down of 
municipal expenditure will in due course bring to the 
ratepayer some relief, and it is the burden of the rates 
even more than of taxes which is oppressing the producer. 
But the relief in the burden of rates cannot be immediate, 
and in spite of the well-known dangers of confusing central 
and local taxation it is for consideration whether the Govern- 
ment might not with advantage leave central taxation 
undiminished, and apply the assumed surplus in relief of 


the ratepayer, possibly for a limited period only. The 
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method of so doing would have to be very carefully thought 
out, but if a sound plan could be framed, there is little 
doubt that a reduction in the ratepayer’s burden would 
be a more truly economic measure than a reduction of 
central taxation. Such relief would immediately stimulate 
production, and psychologically would be of immense 
value in brightening the gloom which is weighing down the 
spirit of employer and employed alike in many parts of the 
country. 

However this may be, the moral stimulus which would 
accrue from relief in the burden whether of rates or of 
taxes is worth much. It is particularly important as 
giving a starting point for a campaign for private economy. 
A campaign for private saving is an essential feature of 
any considered plan for the restoration of the financial 
basis of Britain’s economic position in the world. But 
before the sphere of direct action by the Government itself 
is left behind, another proposal requires consideration, 
offering a means, if the willing co-operation of the Bank of 
England could be secured, for applying a further temporary 
and exceptional remedy to the immediate financial situa- 
tion. The essential need being for an increase in the 
capital fund available for new investment and in par- 
ticular for a reduction in the volume of government 
securities outstanding with the public, a plan such as is 
outlined below for taking {25,000,000 worth of govern- 
ment stocks off the market and at the same time adding 
£25,000,000 to the capital immediately available for 
investment overseas obviously deserves full examination, 
even if at first sight it may appear revolutionary and 
unsound. The plan is simply this, that the opportunity 
of the amalgamation of the Government’s currency note 
issue with the note issue of the Bank of England should 
be seized, to effect at least a temporary reduction in the 
gold reserves locked up without interest in Britain. Amal- 
gamation has already been decided upon in principle, and 
it only remains to settle the exact terms and conditions of 
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transfer to the Bank and to choose the most convenient 
moment. One of the most important points requiring 
decision is the extent of the fiduciary issue after amal- 
gamation. It seems likely that the settlement of this 
point will give rise to a struggle between two schools of 
thought. One school will be demanding that, with a view 
to greater security, the permissible maximum of fiduciary 
issue after amalgamation shall be something less than the 
figure arrived at by adding to the existing fiduciary issue 
of the Bank an amount approximately equal to the fiduciary 
issue of currency notes at the moment of transfer. The 
other school of thought will argue that such excessive 
caution is expensive to the taxpayer and may even work 
economic damage to Britain in particular and to the world 
in general by accentuating the already threatened world 
shortage of gold and leading to a further fall in gold 
prices. This school will, however, tend to stop short of the 
logical outcome of its argument and be content to press 
for a decision that the fiduciary portion of the amalga- 
mated issue shall be simply the aggregate of the fiduciary 
portions of the two note issues at the moment of amal- 
gamation. The fear of being dubbed inflationists and of 
losing strength in the coming world struggle for sanity 
in the treatment of the gold problem will deter them from 
going a step further and asking for some increase in the 
aggregate total, and a consequent setting free of gold now 
locked up. If no such increase is permitted, the amalga- 
mation of the two note issues will be little more than a 
book-keeping transaction leaving things very much as they 
are in spite of the apparent change. The figures of the 
Issue Department in the weekly return of the Bank of 
England for the week immediately following the amalga- 
mation will undergo very large modifications, but there will 
be hardly any change at all in the figures of the Banking 
Department and the amount and proportion of the Reserve 
will be practically unaffected. Similarly the figures of the 


National Debt and floating debt will be unchanged, 
288 





The National Debt Problem 


except in so far as it is decided to convert some of the 
floating debt (“Ways and Means advances from other 
departments ” and Treasury Bills) held in the Currency 
Note Reserve into a book debt, and such conversion will 
not in any way reduce the real burden of the debt from the 
taxpayer’s standpoint. But if the bolder school would 
take its courage in its hands and demand an increase of 
£25,000,000 in the aggregate fiduciary issue, a real con- 
tribution can be made to the main financial problem of the 
country. Such an increase would at once enable a sum 
of {25,000,000 to be transferred from the Issue Department 
of the Bank and added to the Reserve of the Banking 
Department, its place in the Issue Department being 
taken by government securities of an equivalent value 
transferred from the holding of government securities 
now shown among the assets of the Banking Department. 
Various alternative methods of book-keeping might con- 
ceivably be adopted for dealing with the gold thus released 
from the Issue Department, but it is not necessary here 
to enter into such technicalities. The ultimate results 
would not materially differ, whatever the method of 
accounting adopted, provided that it is assumed that the 
Bank is willing to dispose of the {25,000,000 of gold 
and temporarily at least to reduce the total gold held in 
reserve in Britain by that amount. 

If the Bank agrees to this course, the effect would be 
twofold. So far as concerns the National Debt, while the 
nominal total would be unaffected, the Bank of England 
would be buyers in the market, directly or through the 
National Debt Commissioners, of {25,000,000 worth of 
government securities now held by the investing public, 
and their purchases on this account could not fail greatly 
to improve the market for such securities and to facilitate 
the renewal of maturing debt at prices more satisfactory 
to the taxpayer than has recently been possible. In the 
second place, with the sale abroad of {25,000,000 in gold, 
the amount of new capital immediately available for invest- 
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ment abroad, either within or outside the British Empire, 
would be similarly increased by {£25,000,000, and the 
country as a whole would be earning interest at the rate of 
at least {1,250,000 a year on an asset at present locked up 
unproductively. 

The answer to the objection that such a plan is merely 
inflation is easy enough. If the released gold is used in 
such a manner as to leave world prices undisturbed and to 
leave the relation between British prices and world prices 
undisturbed, there will be neither inflation nor deflation 
in consequence of the adoption of the plan. Now it is 
known that the Federal Reserve authorities have adopted a 
policy of endeavouring for the time being to keep United 
States prices at approximately their present level, and 
that the Bank of England is in agreement with this policy. 
The fact that an extra amount of gold is available for 
maintaining this policy should be an assistance and not a 
hindrance to the authorities concerned, at a time when 
certain countries in Europe and elsewhere are not only 
demanding extra gold for the restoration of their currencies, 
but are also showing a tendency to make excessive demands 
which can be met only at the risk of bringing about a 
world shortage of gold, with a concomitant heavy fall in 
world prices. The application of the £25,000,000 of extra 
gold will certainly require careful management, but there 
is good reason to regard the Bank of England as fully 
competent for the task. The fact that such action was 
part of a general policy, of which restriction of expendi- 
ture was a main feature, would be a further safeguard 
against inflationary results. In these circumstances the 
only valid objection to the plan suggested would be that 
a reduction of the gold reserves of Britain by £25,000,000 
or by any amount whatever is too risky to be safe. The 
figure of {25,000,000 is of course an arbitrary one, but if 
there are valid grounds for thinking that the financial 
authorities of Great Britain have hitherto tended to show 
undue caution in regard to gold reserves, it will be con- 

290 





The Need for Private Saving 


ceded that £25,000,000 is a moderate reduction, and it is 
probably true to say that, if the decision to effect a reduc- 
tion is to be taken at all, it would not be worth while to 
contemplate a much smaller figure. The questions at 
issue are simply what are the real reasons for keeping a 
large gold reserve, what is the criterion by which its 
adequacy is to be determined, and whether there has or 
has not been undue caution in this matter- hitherto. 
If it is once admitted that there is room for a bolder 
policy, the plan above outlined has clearly very great 
merits. It is tempting to embark on an examination of 
these vital questions, but they cannot be studied exhaus- 
tively in an article such as the present ; even to present a 
few of the main arguments in summary fashion would 
require an excursus which would completely destroy the 
balance of this article and seriously distract the reader from 
its main theme. In these circumstances the writer may 
perhaps be forgiven if he confines himself to an expression 
of a personal conviction that the caution hitherto exercised 
by the authorities in London in the matter of the gold 
reserve, while it may have been fully justified for the 
purpose of restoring sterling to parity with gold, might now 
be modified, at least to the extent above suggested, with 
great advantage to the financial and economic interests of 
Great Britain. For the rest, he can only hope that those 
with whom the decision will rest should at once examine 
the matter faithfully and give the public in as full measure 
as possible the reasons for their conclusion whatever it be. 


III. Tue Neep ror Priva're Savinc 


VEN more important in its practical effect than 

economy in public expenditure central and local, 

or other action by the Government, is economy in private 

spending. The possible accretions to the available capital 

fund from this source are far larger than can flow from 
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governmental saving. During the war an immensely 
successful appeal was made for voluntary saving “ to 
help to win the war.” Is a similar response to a similar 
appeal impossible to-day to help to re-win national well- 
being? The returning Briton from overseas cannot but 
be startled by the apparently complete disappearance of the 
habit of saving out of income among the generality of the 
well-to-do classes. When he is told that the price asked 
and, still more surprising, paid for half a dozen caviare 
sandwiches and half a bottle of champagne at a certain 
London night club is £7 Ios. he is shocked beyond measure 
and begins to despair of the future of his country. A fool 
and his money are soon parted, and it is well perhaps that 
the money thus changing hands should pass quickly into 
the possession of a saner and more businesslike person. 
But there can be no certainty that the proprietor of the 
night club will make a much better economic use of the 
money, and in any case the contagion of such manners 
spreads widely and rapidly. No thoughtful person can fail 
to recognise the immense dangers to our civilisation which 
are illustrated by this trivial instance of what is going on. 
Probably the transfer of industrial activity from north 
to south has something to do with the changes which 
have taken place in national habits of spending. The north 
countryman is proverbially more careful in his spending 
than the southerner. The prosperity of some of the luxury 
trades, though in some ways a set off against older industries, 
is not altogether a satisfactory symptom. A lessening 
of the internal demand due to renewed saving might tem- 
porarily check the boom in the gramophone industry, but it 
would be compensated in part by increased exports of gramo- 
phones, and more than compensated by the recovery in the 
demand for more essential goods set up by an increase in the 
capital devoted to more truly reproductive enterprise. More- 
over, it would be a great gain merely to retard the process, 
necessarily painful, of transfer of labour from old industries 
to newer ones, and from one part of the country to another. 
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An economy campaign among the public is far more 
difficult than it was during the war. There is little of the 
sweet simplicity of the appeal to refrain from any kinds of ex- 
penditure which could compete with the provision of funds 
and the production of munitions for the winning of the 
war and to invest savings in war loan. Almost any kind of 
private abstinence was right and wise during the war, 
and the appeal was reinforced by inability owing to war 
conditions to buy many of the goods and services normally 
obtainable and by governmental restrictions and prohi- 
bitions. Yet there is one class of the community, the rentier, 
which has at the moment a big opportunity for saving in 
the narrower sense of the word and is probably doing 
the least in proportion to its means. The rentier is not 
less patriotic, however, than his fellows, and if rightly 
approached would surely respond to an appeal to reduce 
his luxury expenditure, and to invest his savings wisely 
in the interests of himself, his family, and his country’s 
well-being. To him the appeal could be addressed in very 
much the same form as during the war, except that instead 
of being urged to invest his savings in war loan he would 
be invited simply to invest wisely and with the interests 
of the country and Empire in mind. The expectation 
that could legitimately be held out to him of relief in the 
burden of taxation and increase in the market prices of 
government stocks and in the essential security of the 
investments already held would far more than compensate 
him for the prospect of a reduced yield upon future invest- 
ments in government stocks. If Mr. Joseph Chamberlain’s 
doctrine of ransom were ever appropriate, it applies with 
peculiar force to the rentier in Britain to-day. 

It is when the appeal is addressed more widely that 
the bigger difficulties appear. It is not by mere thrifti- 
ness, or abstinence from luxury expenditure, that the big 
accretions which are needed can be won for the capital 
fund of the nation. It was a patriotic service during the 
war to permit some dilapidation in existing assets of all 
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sorts, if their maintenance, renewal or replacement would 
not contribute to the earlier winning of the war. It 
would be absurd to-day to suggest to any industrialist 
that he should save money by letting his plant deteriorate. 
Rationalisation is the cliché of the day, and rationalisation 
in every direction is the truest form of private economy, 
for the individual as well as for industry, great and small. 
The prosperity of the nation and of the Empire hangs 
upon the economic use of its material resources. If 
private ownership is to continue to be the basis of our 
economic life, the individual owner of wealth and the in- 
dividual owner of a business must recognise that in return 
for public recognition of his right to remain in possession 
he has a national duty to manage his private property and 
his business in a rational way with an eye to the welfare 
of the whole community. Private waste is a sin against 
the public good, and private mismanagement of a business 
or industry is paid for not only by the individual but also 
by the nation at large. Every individual should contribute 
what he can by personal thrift, proportioned to his means 
and responsibilities, but beyond the question of personal 
economy, the national appeal which is to secure the creation 
of the new capital fund must be no narrow one. In a 
prominent place in the offices of the War Savings Com- 
mittee during the war there stood framed the words, 
“‘Where there is no vision, the people perish.” Those 
words are no less applicable to-day to the national campaign 
here contemplated. It must be a campaign for a national 
effort, for wiser spending, for more active and more devoted 
service, for a national background and purpose in every 
individual action. Obviously the thought has outrun 
the narrower limits of a mere savings campaign, but to 
give some precision to the end in view, the immediate goal 
might be concretised in some such slogan as an increase of 
£200,000,000 a year in the national savings. In essence 
it is not so much things to be done by the Government 
that are required as a call to the people to help themselves, 


294 





The Wider Aspect 


the Government showing the way by example and precept, 
making clear to the nation that it has it in its own power 
to raise itself from the slough into which it has fallen 
and that its leaders both recognise the facts and have a 
vision of the way of escape. There seems no reason why 
every party should not unite in the promotion of such a 
campaign. It is but a programme for the immediate 
future. It involves no sacrifice of any principles, provided 
only that evolution and not revolution is the ideal. It 
may be summed up as a concentrated effort to restore 
the essential financial starting point for future progress. 
It does not in any way prejudice the decisions to be taken 
hereafter regarding the lines on which such progress is to 
be achieved, and one advantage that may be reaped from 
the proposed period of going slow with governmental 
expenditure is that time will be given to think ahead. 


IV. Tue Wiper Aspect 


HE analysis of the situation in this essay has been 

confined almost entirely to the financial aspect of 
what is patently a much wider problem, and only a few 
observations can be made here as to the lines of approach 
to that wider problem. It is clear that we are in the midst 
of a big revolution in the industrial and economic condi- 
tions of Great Britain. It is equally clear that these islands 
cannot deal with their internal problems apart from the rest 
of the world and particularly the rest of the Empire. 
Peace in Europe is being slowly re-won and must be re-won 
if civilisation, as we know it, is to live. But if the British 
Empire is to do her bit in Europe and in the world, she 
must visualise her task, not as a series of isolated units, 
not as a number of loosely knit units working together 
for political ends and otherwise disconnected, but as an 
economic, financial, social unit, however diversified or 
however autonomous, the more a unit the more the parts 
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are autonomous since her ideal is a Commonwealth of 
Nations. The campaign for national economy should not 
be content to think in terms of Great Britain alone. It 
should include the whole Empire in its vision of wise 
spending. One of the major financial problems, scarcely 
touched on above, is the provision of the vast capital needs 
of the Dominions and Colonies without undue recourse 
to external borrowing, that is, borrowing outside the 
Empire. It is not only in Britain that an increase in the 
available capital fund is to be sought. One of the remark- 
able changes induced by the war is the great increase in 
the proportion of new capital provided internally by 
Australia, Canada and India. Indeed, India has of late 
years been, on balance, a considerable contributor of new 
capital to Britain in the form of repayment of money 
previously obtained from London, now being gradually 
replaced by indigenous capital. If the rate of financial 
progress recently achieved in India can be maintained 
for another generation, India’s position in the Empire will 
be improved out of all knowledge, and the realisation of her 
importance to the Empire, not merely as a producer of 
primary products and as a market for British exports, 
but also as a financial partner with her own investments 
outside India should go far to soothe that sense of in- 
feriority which is at the root of much of her present political 
malaise. Yet in spite of the increase of indigenous capital 
in various parts of the Empire the demands on London 
for new capital from the Dominions and Colonies have 
certainly not grown less than they were in pre-war days. 
The Colonies and Mandated Territories have in particular 
largely increased their borrowings, and it may be remarked 
in passing that one of the problems requiring detailed 
examination during the next few years of financial prepara- 
tion will be the co-ordination with a view to wise spending 
of the claims for new capital emanating from the Colonies 
in general and particularly those in Africa. In the result, 
with London’s resources restricted as they have been, 
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a phenomenon new in Imperial history has appeared in the 
financial economy of the Empire. A not inconsiderable 
proportion of the Empire’s new capital needs is being 
catered for outside the Empire. Canada, and to a lesser 
degree Australia, have been looking to the United States of 
America and not to Britain for money. That Australia 
and Canada should be borrowing largely in the United 
States is a development that cannot be regarded as entirely 
healthy for the Empire. It is not perhaps surprising 
that Canada should obtain industrial capital in part 
from her neighbour and cousin. It is the present 
extent of Canada’s dependence on the United States 
for the exploitation of her industrial resources that 
is disquieting, and the fact that Britain has for the 
time being ceased for practical purposes to compete with 
the United States in supplying capital to Canada. The 
one bright spot in the picture is the considerable contribu- 
tion which Canada now makes from her own savings 
towards her internal needs for capital. Her borrowings 
in New York on government account are not in the main 
for new capital expenditure and may be regarded as merely 
a clearing up of liabilities incurred in the United States 
during the war. It is, however, greatly to be desired that 
London should recover her position as the sole external 
creditor of the Canadian Government, and that in so far 
as the people of Canada themselves cannot find all that her 
Government needs it should be to London and not to 
New York that she should turn for the balance, as well as 
for some part of the new industrial capital not available 
within Canada. 

The case of Australia is different. Australia has no 
prospect such as exists in Canada of being able within a 
fairly short time to finance all her internal needs from in- 
ternal sources. She will evidently be a borrower both 
on government and private account for years to come. 
It may be indeed that like Britain, though in very different 
circumstances, Australia is attempting too much capital 
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development in too short a time, and that insufficient 
attention is being paid either to the need for increasing 
her human capital or to the need for a co-ordinated policy 
in new outlays of money capital. Australia is indeed 
devoting special efforts to securing additions to her popula- 
tion from out of Britain’s surplus. Why then is she 
turning to New York for a part of the new capital needed ? 
The answer is commonly and no doubt rightly believed 
to be that she has been sent to New York by the deliberate 
advice of the financial authorities in London, and has not 
gone there, and on the whole does not desire to go there, 
on her own initiative. The financial authorities in London 
had of course excellent reasons, arising from the importance 
of buttressing the newly restored gold standard and from 
the limited amount of London’s present capital resources, 
for giving such advice. But surely here is food for thought. 
Is it right that Australia should be turned away from 
London to make room for Poland or Bulgaria? And if 
it is right in existing circumstances, is it not urgently 
desirable that what can be done should be done quickly 
to enable London to provide the needs of both? Some- 
thing can perhaps be done by Australia herself to stimulate 
the supply of new capital in Australia and to slow down 
her demands. But the burden of the argument is back 
once more to the essential need for increasing London’s 
supply of lendable capital, the proceeds of increased saving 
and wiser production; the fruit of true economy. Such 
economy will better the fortunes of the lenders, retain 
and increase Britain’s Imperial markets, provide for more 
employment in Britain, more employment and increased 
production in the Dominions, and more scope for British 
migrants, and both in Britain and in the Dominions will 
reproduce itself over and over again in the form of new 
savings and new capital. 

It is out of fashion nowadays to dwell on the royal 
position of His Majesty, but it is sometimes a useful 
exercise to attempt to personify the unity of the Empire 
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in the person of King George V. If we picture His Majesty 
taking a survey of his dominions, with equal affection and 
care for every part, what would be the vision he would look 
out upon? Would it not be very much like the vision of 
Kingsley Fairbridge in the wide horizons of Rhodesia ? 
Waste empty spaces overseas, crying aloud for happy 
colonists: waste empty lives, especially little children’s 
lives, in the cramped dwellings of Britain’s cities. The 
solution of social problems in Britain is in part at least 
to be sought in the Dominions. The King cannot create 
the new capital needed to solve the social problems nor 
can he order his subjects to leave their homes in Britain 
and fill up the voids overseas. Nor can his Governments 
do so either here or in the Dominions. No one would 
have it otherwise. The principles of local sovereignty, 
individual freedom, of decentralisation and self-rule, all 
demand that saving and migration alike should be volun- 
tary. But they can and should be organised and wisely 
controlled. Much has been done for migration since the 
war, but the surprising thing is that the increase in organ- 
ised migration within the Empire has barely, if at all, 
sufficed to keep the figures of movement of population 
to the Dominions up to the pre-war level. Yet surely 
here is the key to a large portion of the problem, of making 
the Empire and every part of it a better and happier 
place for its citizens, themselves ever rising to a higher 
level of living and of aspiration. And once again the 
first step is an increase in the new savings of the people 
and in special degree of the British people, so that the 
new capital thus provided may prepare the way for a new 
and vigorous population sprung from British soil, to carry 
the message of British freedom and pass on the torch of 
British idealism in every quarter of the world. A merely 
financial programme is apt to lvok cold and selfish. But, 
if the horizon is widened and the goal of endeavour is 
imaginatively seized, if the stress is laid always on the 
responsibilities of ownership of wealth rather than on the 
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privileges, is not the task of the Old Country and of the 
Empire which is called after its name, a noble task, well 
worth a renewed effort, evoking a cry of Sursum Corda 
in the midst of present discontents ? 


East of Suez. 
December, 1927. 





INDIA AND THE SIMON COMMISSION 


NY despatch from India written at this time must deal 

first and foremost with the Statutory Commission. It 
is eminently desirable that all who take an interest in Indian 
affairs—and particularly Englishmen, who cannot shirk 
their ultimate responsibility for the good government and 
political progress of this country—should know something 
of the currents of opinion which are moving in Indian 
public life, and the forces which are acting upon it at the 
present moment. For the same sort of phenomena which 
puzzled English well-wishers of India seven years ago, when 
the Montagu-Chelmsford Reforms came to birth, are once 
more appearing. The curtain is about to fall on one act 
of the Indian political drama and to rise on another in which, 
as we all hope, the plot will be carried as far towards its 
dénouement as the circumstances and the political temper 
and sagacity of the peoples of India will permit. The plot 
is admittedly a good one and the actors capable and 
honest, yet the vocal part of the public will apparently 
have none of the play. But let us have done with metaphor. 
At the beginning of 1928, as at the beginning of 1921, a 
genuine attempt to meet the loudly and continuously 
expressed demand of important sections of Indian political 
opinion not only evokes no sympathetic response but, 
apparently, arouses wrath. It is not, then, to be 
wondered at if people in England become perturbed, or 
even disturbed, as they contemplate this queer situation. 
The following analysis is undertaken in the hope that it 
will help to bring about a truer perception of the real state 
of affairs and opinion in India and, consequently, do some- 
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thing to prevent either perturbation or disturbance from 
passing into exasperation or misunderstanding. 

In these days it is often repeated, and at first glance it 
may appear to be true, that the announcement of the com- 
position of the Statutory Commission has drawn together 
representatives of all schools of Indian political opinion, 
from the most extreme members of the Congress-Swaraj 
party to the most moderate of the old Moderate or Liberal 
party, in indignant protest against the exclusion of Indians 
from membership of the Commission and the consequent 
determination to boycott it and all its activities. This is, 
however, as we shall see shortly, very far from being the 
whole truth, but a little excursus into the recent history of 
Indian politics is necessary if the present position is to be 
properly understood. 

Indian politics have not yet entirely recovered from the 
effects of that amazing outburst which we call generally 
“ non-co-operation.” It is fully four years since the 
agitation which went by this name ceased to be an active 
menace to the peace and safety of India, but one still sees its 
traces in the obstinate way in which some of the elected 
representatives of the people cling to outworn methods of 
obstructing Government, in the use of rallying cries which 
have long since lost any meaning, in the multitude of 
groups and cliques—often held together by personal 
jealousies and ambitions—which have replaced the tem- 
porarily united opposition, and last—and most important of 
all—in the present state of Hindu-Mahomedan relations, 
the responsibility for which must in part at least be laid 
at the door of non-co-operation. That movement, by 
fostering defiance to constituted authority and a spirit of 
irresponsibility in the individual, was bound sooner or 
later to result in the revolt of the followers against the 
leaders and in dissensions, more or less serious, between the 
various groups and communities of which the movement 
was composed. All this is obvious enough, but there are 
some more subtle aspects of the matter which are liable to 
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be overlooked. Practically the whole of India was affected, 
but the agitation was not a national one. It may be com- 
pared to a number of fires which break out independently 
in a forest, each under circumstances peculiar to itself, 
and consequently requiring to be handled on the spot in its 
own particular way. It is true that the movement derived 
much of its inspiration from one man, Gandhi, but there 
was a host of local leaders throughout India, differing 
widely in calibre, actuated by different motives of varying 
degrees of purity, and practically all of them acting on 
their own initiative and following their own whims as far 
as local conditions would permit. The so-called “ All- 
India Leaders” used to travel about from place to place, 
but all they did was to blow upon a fire already alight and 
to inspire fresh wantonness in mobs which were only too 
willing to obey their prompting. The Khilafat agitation 
which drew its strength from the treatment of the Turkish 
Empire after the war, particularly the arrangements made 
with regard to the Hedjaz, the Holy Land of Islam, united 
Moslems and Hindus for a time in a common agitation ; 
but it proved a hopelessly insufficient basis for any true or 
lasting union between the two great communities. The 
inception of the Montagu-Chelmsford Reforms in 1921 
forced both of them to take thought for their future status 
in a self-governing India and it was not long before this 
process revived historic animosities and old unsolved 
disputes and grievances. At the same time it brought into 
being new and conflicting claims arising out of the changed 
circumstances and the wider opportunities and responsi- 
bilities which the 1919 Act brought in its train. Realities 
took the place of emotions and so from the end of 1922 
onwards the present phase of the Hindu-Moslem situation 
began gradually to develop. 

As the agitation subsided, the various effects became 
apparent. Non-co-operation had to go, partly because the 
conditions on which it was based had themselves gone, and 
partly because it failed to satisfy one of the deepest human 
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instincts, the instinct to be up and doing. By the end of 
1923 the new legislative bodies had established themselves 
and the non-co-operators had to swallow their protestations 
and to join the Indian Legislative Assembly and the pro- 
vincial councils. But they had also to save their faces ; 
so they developed the policy of “ wrecking the Reforms 
from within,” a policy which was nothing more than an 
incredibly feebler version of non-co-operation and doomed 
to failure almost from the outset. The Swaraj party 
inherited the mantle of non-co-operation both in the 
Assembly and the councils, but it wore it uneasily. Many 
of the local “leaders” of non-co-operation days found 
themselves in the different legislative bodies and they soon 
began looking askance at one another. Each of them 
asked himself what warranted his neighbour in assuming 
a larger share of authority or a more favoured place in the 
public eye than he himself enjoyed. Personal jealousies 
began, subtly but sensibly, to mar the unity of action of the 
Swaraj party, whilst, at the same time, the wrecking policy 
grew less and less popular in the country. And so, just 
as the Swarajists had formerly broken away from Gandhi 
and the old non-co-operators on a question of principle, 
the “ Responsive Co-operators” at the end of 1925 split off 
from the Swarajists and proved to the world beyond all doubt 
that, as far as the best men in the party were concerned, 
the policy of wrecking from within had now gone to join 
that of non-co-operation in limbo. Session by session 
the Swaraj party has settled down more and more obviously 
into a number of groups, with its discipline more and more 
impaired. No one man can now claim to speak for it 
either in the Legislative Assembly or in any provincial 
council. Indeed, it is becoming difficult to say what the 
Swaraj party is or what it stands for. Even so, compared 
with any other political party in this country it is a model of 
unity and homogeneity. We have seen in previous issues* 

*See Tur Rounn Taste, No. 66, March 1927, p. 318; No. 67, June 
1927, pp. 546-551 ; No. 69, December 1927, p. 81. 
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how the elections of 1926 resulted in a definite split between 
the Hindu and Moslem political parties and in a somewhat 
elaborate grouping process inside the Hindu fold itself. 

Everywhere we look, we find the same thing—division 
upon division within ostensibly united parties, nowhere 
any undisputed leader who can speak with one voice for all 
and, overshadowing every other split, the cleavage between 
Hindu and Moslem, menacing and implacable. Those 
who wish to understand Indian politics as they are to-day 
must grasp these two dominant facts—first, the main 
division of opinion is Hindu and Mahomedan, and secondly, 
broadly speaking, personalities take the place of policies. 
The so-called “ parties ” in the Indian Legislative Assembly 
are constantly reshuffled and regrouped as the leaders quarrel. 
The same is true of the electorates for both the central 
and provincial legislatures. Certain well-known men can 
rely upon constant support, but it can fairly be said that the 
great majority of voters in this country have no fixed political 
principles. How could they, indeed, when none of their 
politicians or parties have ever put any platform before 
them except one of mere opposition to the Government, 
which varies in the degree of its intensity? Such is 
the situation which non-co-operation has done more than 
anything else to bring about. At a time when all real 
patriots should have been absorbed in the task of forming 
genuine political parties with practical programmes making 
for political, social and economic progress, the country 
was plunged for years into turmoil, verging upon anarchy, 
and the belief gradually got firmly planted in the minds 
of large numbers of the Indian people that the whole duty 
of the Indian politician was to oppose the Indian Govern- 
ment. As a result, we get the present state of things. 
No parties can be truly said to represent the opinion of the 
different sections of the population, and there are no party 
leaders who can speak for anything more than a small 
clique or group, the composition of which is itself con- 
tinually changing. 

ite 395 





India and the Simon Commission 


There is another very important point which should be 
clearly understood by those who desire to estimate aright 
the importance of the movement to boycott the Simon 
Commission. Practically every one of the Indian owned and 
edited newspapers which are published in English, the 
papers, that is, whose opinions reach British readers both 
in this country and elsewhere, belong; to the Congress 
party, i.e. the extreme left wing of Indian politics. The 
views which they represent are, therefore, far from being 
the views of India as a whole. They are, in reality, those 
of a few individuals who run the dwindling Swaraj-Con- 
gress party which, for all practical purposes, is the Indian 
National Congress. 

The extraordinary difficulties which faced Lord Irwin 
when he set out to ascertain the sort of reception that the 
country was likely to give to the announcement of the 
composition of the Commission can thus be imagined. It 
is equally easy to picture those which will face Sir John 
Simon and his colleagues when they come to explore the 
labyrinth of Indian politics. The attitude of the section 
of the Indian press to which reference has just been made 
could, for the above mentioned reason, be foretold with 
absolute confidence. Loud and bitter denunciation was 
certain. No official account has, of course, been published 
of Lord Irwin’s interviews with certain Indian gentlemen, 
but it is obvious from newspaper comment and the current 
gossip in Indian political circles that His Excellency’s 
frank talks combined with his own personality did something 
to soften the acerbity of the controversy which followed 
the announcement of November 8. It is an exceedingly 
gratifying and significant fact that at no stage has the 
Viceroy been made the target of attack, nor has the 
genuineness of his desire to do what is best for India in 
this crisis ever been questioned. In the difficult days 
which lie ahead, the high esteem in which Lord Irwin 
is held is going to prove an asset of great value both to 
India and to England. 
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The attitude of the leaders of the Congress-Swaraj 
party was as easily predictable as that of their news- 
papers. With one voice they broke into fierce denuncia- 
tion of the composition of the Commission, of the “ insult ” 
to India conveyed by the omission of Indians, and of 
Parliament’s claim to be the judge of the pace and of the 
manner of India’s political progress. Naturally their 
conduct was endorsed at the annual session of the All- 
India National Congress which was held in Madras at the 
end of December, but of this meeting we shall have more 
to say later. Some supporters and members of the Con- 
gress-Swaraj party are fond of calling it the most represen- 
tative party in India, and they describe the annual congress 
as the true parliament of India. Such a claim is merely 
farcical, for the truth is the exact opposite. “The Congress- 
Swaraj party, or Congress party as we shall in future call it, 
is the least representative party both in the legislative 
bodies and in the constituencies. In fact, it is hardly an 
exaggeration to say that it does not exist outside the central 
Legislative Assembly and the provincial councils. The 
thorough organisation of its machinery and the flourishing 
condition of its party funds together with the violence 
and the skill of its propaganda make it at all times formidable, 
particularly during elections. Speakers and newspapers 
in England sometimes make the assumption that it 
is a democratic body. Nothing could be farther from the 
truth. It is pre-eminently the party of wealth and privi- 
lege. Its leading men are all rich and for the most part of 
aristocratic family, and—it is practically entirely Hindu— 
even its rank and file belong to the highest castes, In 
Madras, which is now its chief stronghold, it is the party 
of the Brahmins and of no other class. Its leaders are 
capable of making use of the masses whenever they find it 
possible or desirable to do so, but they have not the faintest 
desire for democratic government as it is understood in 
the West. Only the merest handful of Mahomedans 
belong to the Congress party, and they, almost without 
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exception, come from one or two of the southern provinces 
where their community is in a hopeless minority and more 
or less at the mercy of the classes which supply the party 
with funds and leaders. Of this thoroughly unrepresenta- 
tive party, which has again almost failed to secure repre- 
sentation in the various provincial legislative bodies, 
except in the case of Bengal and Madras, the annual 
All-India Congress is simply a mass meeting. It is some 
years since the Congress leaders could claim, with any sort 
of justification, that Congress included representatives of 
all the chief communities of India, and the extent to which 
they can truly claim to represent Indian public opinion 
can be gauged from what is said above. This, too, should 
be added. Even inside the Congress party, diminished as 
it is through defeat and defection, mutterings are once 
more to be heard. It is no secret that among the delegates 
to the Madras Congress last month there were some—and 
there were men of standing in the party among them— 
who were prepared to revolt openly against the boycott if 
they found the circumstances favourable and a reasonable 
amount of support. The possibility of a breakaway from 
the party must be taken into consideration. Certain of 
its members may be induced by both political and personal 
reasons, to take such a step. As has already been stated, 
although the Congress party is still the most coherent 
and the best organised political party in India, its discipline 
has been progressively impaired during the last three or 
four years. 

Almost as violent as the leaders of the Congress party 
in denouncing the Commission and in demanding a boy- 
cott have been—mirabile dictu—some of the leaders of the 
old Moderate or Liberal party. This body no longer exists 
anywhere in India as an organised party, since most of its 
former members have drifted away into one or other of the 
communal or quasi-communal parties and groups. The 
disappearance of this once respectable, intellectual, and 
politically sagacious party is one of the saddest of the 
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aftermaths of non-co-operation, and unfortunately it seems 
likely to be long enough before personal and communal 
animosities will subside sufficiently to allow of the formation 
of a successor to it. The attitude of such prominent 
Moderates as Sir T. B. Sapru, Sir C. Setalvad, Mr. Chinta- 
mani and others is, therefore, mainly of personal significance. 
They can speak for no organised band of followers, and 
events, particularly the recent developments in the Hindu- 
Moslem situation during the last three or four years, 
have deprived them of practically all their influence in the 
country. It is a great pity that such men should have 
declared in favour of the boycott, and it is not easy to 
understand their exact motives for doing so. That they 
feel genuinely aggrieved at the non-inclusion of Indians in 
the Commission may be taken for granted. But they might 
have been expected to see that existing conditions in 
India make it absolutely impossible to have, for example, 
really representative Hindus and Mahomedans on it. 
To take only one of the great problems which will have to 
be tackled—the constitution of the electorates—any Hindus 
or Mahomedans who truly represent the opinion of their 
communities are bound to differ with regard to its solution. 
And there are other problems, hardly less important or 
thorny, on which irreconcilable differences of view between 
the two are inevitable for some time to come. 
There are, of course, too, other communities whose claims 
to representation on the Commission would have had also 
to be met if members of the Hindu and Mahomedan 
communities had been included. Perhaps, however, the 
Liberal leaders see these difficulties and it may be that 
their support of the boycott movement is partly a tactical 
move as well as an expression of genuine resentment. 
Naturally they have not failed to notice the steady way in 
which the Congress party is crumbling and they must have 
asked themselves why they should not climb back over the 
fast accumulating debris to at least their old position. 
Hence, perhaps, their haste to declare for the boycott. 
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They forget, as leaders in other countries have more 
than once forgotten, that it is not easy to go one better 
than the extremists. The Congress leaders see in the 
Commission a heaven-sent opportunity of rallying the 
thoughtless and the ignorant once more round their banner. 
However that may be, the adhesion to the boycott of 
certain Liberal leaders does not mean that the strong and 
responsible body of opinion which used to find expression 
in the Liberal or Moderate party has also declared in its 
favour. For, as we have seen, this party is now dispersed 
and broken. In one or two places where the Liberals 
have retained a corporate existence, notably in Bengal, 
they have refused to join in the boycott. It is in the 
highest degree regrettable that men like Sir T. B. Sapru 
and the others already mentioned, who have rendered such 
notable services to the cause of true nationalism and 
political progress in India, should have taken the line they 
have ; but it is not too much to hope that their present 
attitude is not immutable. 

Thus the combination of the Congress party and some 
of the former Liberal leaders in an attempt to boycott the 
Simon Commission is far from being a proof that all 
sections of political opinion in India have come together in 
a spontaneous response to an intolerable insult, although 
that is the impression which certain individuals and news- 
papers in this country are seeking to convey. A further 
survey of the Indian scene contradicts such an impression 
even more thoroughly. 

Outside the Congress party, the political opinion of the 
Hindu and Moslem masses is on the whole reflected 
accurately enough by their two great representative 
organisations, the Hindu Mahasabha and the Moslem 
League, and although Hindus and Mahomedans in the 
Indian Legislative Assembly and in the different provincial 
councils may attach themselves to existing parties and groups, 
voting on all matters of importance is now on communal 
lines. Thus it may be said with a reasonable amount 
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of truth that the decision of the Hindu Mahasabha and the 
Moslem League on the subject of the boycott will be 
obeyed by the majority of the two communities. Indeed, 
all but a negligible fraction of the Mahomedan community 
will abide by the decision of the Moslem League. The 
attitude of these two great organisations is, therefore, of 
obvious importance and must be described. 

The great majority of the Mahomedans are concentrated 
in the two provinces of Bengal and the Punjab, and as 
their leaders decide so, as a rule, does the Moslem League 
decide. Soon after the announcement of the personnel of 
the Commission, a fully representative gathering of the 
Punjab provincial Moslem League decided to welcome it 
and to lay the Mahomedan case before it. The attitude 
of the Punjabi Mahomedans was thus made clear. In 
Bengal the path of the Mahomedans was at first not quite 
so plain. Their two outstanding leaders are Mr. H. K. 
Ghuznavi and Sir Abdur Rahim, both men of ability and 
long public service. Last year they were rivals for one of 
the Bengal ministerships and unfortunately the asperities 
then engendered have not yet disappeared. Mr. Ghuznavi 
quickly announced that he and his followers would go with 
their Punjab co-religionists in opposing the boycott, but 
Sir Abdur Rahim for a time hesitated. By the end of the 
year, however, he had also made it clear that neither he nor 
his party would support the boycott, and practically all the 
Bengali Mahomedans are now ranged with those of the 
Punjab. In Bombay the Mahomedans with a few exceptions 
have also taken the same line, and there is little reason to 
doubt that Mahomedan opinion all over India is generally 
opposed to the boycott. 

Here, then, is one immensely important breakwater 
against the possible violence of a boycott, and there 
is a good prospect of another being erected in the south. 
The non-Brahmin or Justice party in the Madras Presi- 
dency is one of the most vital forces in Indian political life. 
It can claim, with some reason, a place among the most 
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truly democratic parties in the country for it stands for 
the uplift of the masses and against the forces of monopoly 
and privilege. Hitherto, it has not declared itself, as a 
party, against the boycott. It is, however, to meet in 
conclave towards the erid of this month* when its leaders 
intend to try to commit it to support the Commission on 
certain conditions. Broadly speaking, the Justice party 
represents everybody in the Madras Presidency except the 
Brahmin community, so the importance of its attitude is 
obvious. Its adhesion to the Commission would mean 
another great gap in addition to the formidable breach 
already made by the Mahomedans in the barrier which the 
boycotters are trying to put in the way. 

But this is not all. There are other important absentees 
from the ranks of boycotters. It seems likely that, with the 
exception of a few extremists, the Sikhs will co-operate 
with the Commission, for they have important claims and 
grievances which they are determined to ventilate. Again, 
the Jains and Marwaris, two Hindu communities of 
immense influence, have also come down on the side of 
the co-operators. Let the reader try to imagine two 
communities largely composed of the leading financiers, 
brokers, bankers, shippers and so on of the country and he 
will be able to understand something of the position 
occupied in India by these two classes. 

And now, what of the Hindu Mahasabha? No meeting 
of this body has been held since the announcement of 
November 8, for its so-called “ special session ” which was 
held in the Congress pavilion at Madras on December 29 
was merely a meeting of certain Congress delegates pre- 
sided over by the Pandit Malaviya. Such a gathering 
could not help passing a resolution supporting the boycott, 
but, it is to be noticed, the resolution was not moved by 


* The Justice party decided on January 22 that they must wait and 
see what functions are given to the Joint Select Committee of the Indian 
Legislature before they could agree to co-operate with the Commission, 
and resolved to co-operate with other parties in preparing a draft scheme 
of constitution. 


312 





India and the Simon Commission 


the Pandit himself. The only other Mahasabha leader 
who was present, Dr. Moonje, was mostly concerned with 
Hindu social and communal affairs. His mind was ob- 
viously not very full of the boycott. This special session 
has absolutely no bearing on the attitude which the Hindu 
Mahasabha will adopt, as a body, towards the Commission. 
Another thing to notice is that the outstanding leaders 
of the Mahasabha have been singularly ambiguous in their 
references to the boycott. There has been a good deal of 
apparent support for it, but when the pronouncements are 
carefully analysed they are seen to be full of loopholes in 
case the authors should find it necessary at a later date to 
co-operate with the Commission. It may, therefore, be 
said that the Hindu Mahasabha is, as a body, still on the 
fence. But if this is true of the body as a whole, it already 
appears to be somewhat less than true of more than one of 
its parts. The Punjabi Hindus do not seem to be at all 
enamoured of the boycott. Their chief leader, Lala 
Lajpat Rai, has not given it his blessing. In the Punjab, 
moreover, the Hindu community has grievances and 
troubles of its own which it obviously wants to pour into 
the sympathetic ears of Sir John Simon. In that province, 
moreover, the Congress party has very few adherents and 
it is not at all unlikely that the Hindus will go with their 
Mahomedan and Sikh neighbours before the Commission. 
The Responsive Co-operators, whose history has already 
been traced in these pages,* have their headquarters in 
the Bombay Presidency. ‘They may not be strong in 
numbers but their quality, with such leaders as Messrs. 
Jayakar and Kelkar, makes them formidable. These men 
have had the courage to refuse consistently to rush into 
the boycott. They are waiting to see what are to be the 
functions of the Joint Select Committee of the Indian 
Legislature before they make their final decision. If these 
functions seem to them adequate, they will co-operate, 


* Tue Rounp Tastes, No. 64, September 1926, p. 771. 
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and if they do so, they will carry with them other people 
besides their avowed supporters. 

Mention has already been made of those Liberals who 
still retain a sort of corporate existence here and there. 
These men are, almost without exception, Hindus, and yet, 
outside the United Provinces and Bombay city, where the 
leading Liberals reside, it is impossible to say that there 
is any enthusiasm for the boycott. Indeed, in Bengal and 
the Punjab, the two provinces, be it noted, where Hindus 
are in a minority, there is definite opposition to it among 
the Liberals. The signs seem to show that the Liberal 
dislike for a policy so utterly opposed to all their old ideas 
and tactics will grow in strength as time goes on. 

Lastly, we must not forget the fifty to sixty million 
members of the depressed classes, a goodly slice of India’s 
population. Once a year the spokesmen at their Congress, 
a pathetic gathering, ask their more fortunate fellows in 
the Hindu castes to grant them certain elementary human 
rights of which they have hitherto been deprived. They 
held their last annual meeting a few weeks ago, and at 
it spoke with one voice against the boycott, saying 
that they had no hope and no future except under 
British protection. These downtrodden folk have no votes 
and no political power, but British rule has at any rate 
protected them against the worst abuses of the caste 
system, and, above all, it has given them hope—a hope, 
among other things, that some day they too may be able 
to walk the earth like men. These untouchables will lay 
their case before the Commission. 

So we see how false is the claim so loudly and 
continuously made by a section of the Indian Press and 
Indian politicians that India is united in its determination 
to boycott the Simon Commission. Where the ranks of 
the boycotters should be solid, whole platoons and com- 
panies are missing, and yet it must not be lightly assumed 
that because so many important interests are standing 
out, the boycott is doomed to utter failure. The writer 
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of this article thinks that it is doomed, just as the German 
cause was doomed at the end of 1917, but before it is 
finally lost there will almost certainly be a big offensive 
carried out by means which the non-co-operators and Con- 
gress men have made only too familiar to us in the past. 
Every kind of social and religious pressure will be 
brought to bear upon individuals, families and groups, 
and strenuous efforts will be made to stampede the mobs 
of the towns into mass demonstrations, regardless of the 
almost absolute certainty that they will lead to riots 
and other forms of lawlessness. But these attempts should 
not succeed, and, in all likelihood, they will not. 

Yet there have already been deplorable results of the 
boycott movement. Our regular readers need not be 
reminded of the menacing form which Hindu-Mahomedan 
relations have assumed of late years, nor of the real reasons 
for the steady deterioration in the inter-communal situa- 
tion. Each community is manceuvring for a position from 
which it could advance to seize power at the right moment, 
and this explains all these developments. The “ cow- 
music” riots are only symptoms of a deep-seated political 
disease. ‘The patients have tried to cure themselves at 
“unity conferences,” and by means of resolutions and 
pacts, but their condition has grown steadily worse. 
Help must come from outside, and from where else could 
it come if not from the British people and Parliament ? 
What Hindus and Mahomedans now want above anything 
else is the services of a wise, impartial, kindly arbiter. 
Animosities and conflicting claims, when submitted to 
the Commission, might prove to be not so intractable 
after all, and the very fact that each side had been 
content to trust the other so far as to go to arbitration 
would in itself have done something to bring peace. But 
what has the boycott agitation done? It has already 
spread the belief abroad that the interests of Hindus as a 
community and those of Mahomedans as a community 
are irreconcilably opposed. ‘The boycott movement will 
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fail in so far as the Mahomedans are concerned, but if it 
should have any important measure of success among the 
Hindus, there will be added to the old grave causes of 
dissension between the two communities a new and 
deeper cause, one which will leave an ever broadening 
mark on Indian national life as the years go by. Whatever 
the Commission may recommend and Parliament may 
sanction, the Hindus will firmly believe that the Maho- 
medans stole a march on them and gained benefits at their 
expense. Economic and political discontents will be 
referred to this source, and the relations between the two 
sides will become ever more aggressive with results that 
need no description. The boycott movement has already 
pushed Hindus and Mahomedans further apart, it has 
even, as we shall see shortly, caused dissension among 
Mahomedans themselves, and it is separating Hindu 
groups and communities from each other, still further 
estranging already estranged “ leaders,” and making more 
and more remote the possibility of the formation of 
real political parties, which is perhaps the most vital con- 


dition of all for the political progress of this country. 
Such have already been some of the results of the boycott 
agitation. What, then, do the authors of the agitation 
hope to achieve? Are they just seeking a new lease of 
popular favour for an end which they have never yet 
declared—which, indeed, they are unable to declare, for 
they have nothing constructive to offer ? 


II. Tue Annvat Pouiticat Meetines 


HE various annual meetings of India’s political, 
social and other organisations, which are generally 
held during Christmas week, have come and gone. ‘The 
All-India National Congress and the Liberal Federation 
both did what was expected. They passed unanimous 
resolutions condemning the Simon Commission and pledg- 
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ing the constituencies for which they claimed to speak to 
the boycott. The delegates to Congress were as unrepre- 
sentative as usual, being hardly more than Congress party 
workers from places where the party is still alive, together 
with the now familiar handful of Khilafatists. Mr. Gandhi, 
Pandit Malaviya and Dr. Moonje of the Hindu Mahasabha 
were present, but there were no other non-Congress poli- 
ticians of any standing. The main resolution this year 
‘was even more fiery than usual. It demanded entire inde- 
pendence of the British Empire for India and a boycott 
of British goods. The best comment on the meeting was 
made by no less a person than Mr. Gandhi. He announced 
in the columns of his newspaper, Young India, that Congress 
had degenerated into a sort of school debating society, 
and he bluntly told the Congress leaders that they were 
holding themselves and their country up to ridicule by 
passing violent resolutions which they knew perfectly 
well could never be carried into effect. By the educated 
public the authors of this resolution have not been taken 
seriously. It has, moreover, already given rise to some 
misgivings, even among loyal members of the Congress 
party, and there is little reason to doubt that it will prove 
another cause of dissension inside the party. This year the 
president of Congress was a Dr. Ansari, an amiable figure- 
head, whose presidential address contained nothing worthy 
of special notice. 

The proceedings at the Liberal Federation, which was 
held this year in Bombay, need not detain us. The 
speeches contained nothing of importance and the boy- 
cott resolution was accepted without difficulty. An out- 
sider may be pardoned for marvelling at the speed and 
thoughtlessness with which some of these annual» con- 
ferences pass far-reaching and highly controversial reso- 
lutions. It is obvious that the hundreds of “ delegates ” 
cannot possibly have given the requisite amount of thought 
to the problems involved, and, if the speeches are any 
criterion, the movers and supporters have also often failed 
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to do so. But considerations of this kind are never allowed 
to impede the smooth progress of business, and so the 
resolutions are passed, to become either sources of embar- 
rassment later on or, not infrequently, merely dead letters. 
Certainly the Congress leaders, as we have seen, have 
done themselves no good by their “ independence” reso- 
lution, and they have already begun to try to explain it 
away.” 

The annual meeting of the Moslem League calls for 
more attention. In 1924 Mr. Jinnah, a Bombay Mahomedan 
and formerly party leader in the Legislative Assembly, 
revived the Moslem League and its annual meetings have 
become increasingly important. ‘The presidentship this 
year went to Sir Muhammad Shafi, one of the three or 
four outstanding leaders of the Punjab Mahomedans. 
The final choice lay between him and the Aga Khan, 
but Sir Muhammad was elected, and, as a compliment 
to him, it was decided to hold this year’s meeting at 
Lahore. By this time, Mr. Jinnah’s position had become 
somewhat ambiguous. In November he had issued a 
manifesto declaring for the boycott, but some ten days 
later he accepted the presidentship of the Bombay Moslem 
League, a branch of the All-India Moslem League, a 
majority of whose members were opposed to the boycott. 
Mr. Jinnah therefore announced that, while he believed 
in and intended to work for the boycott in his individual 
capacity, as president of the Bombay Moslem League he 
would have to be bound by the wishes of the majority of 
its members. Throughout December he busied himself 
in trying to get the election of Sir Muhammad Shafi 
reversed, or, failing that, to have the place of meeting 
altered to Calcutta. At an extraordinary meeting of dele- 
gates of the Moslem League at Delhi in the second week 


* On February 12 a conference of all parties except the main bodies of 
Moslems decided to draft a scheme of full responsible government, 
though on February 19 the Pandit Motilal Nehru reasserted the Congress 
party’s demand for complete independence, when the boycott was adopted 
in the Assembly by 68 votes to 62. (The Times, Yebruary 14 and 20, 1928). 
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in December, the Khilafatists, who had turned up in 
strength, produced numerous proxies and announced that 
the League had decided to hold its meeting this year in 
Calcutta. This decision was never accepted by any Maho- 
medans except Mr. Jinnah, the Khilafatists and the other 
boycotters, a band weak in numbers and decidedly obscure, 
who had associated themselves with him, and who now 
proceeded to hold their own meeting in Calcutta. But 
Mr. Jinnah was to encounter another rebuff, for 
Sir Abdur Rahim refused to associate himself in any way 
with the Calcutta meeting, and in sheer desperation Mr. 
Jinnah had to instal Mr. Muhammad Yakub, the deputy 
President of the Legislative Assembly in the chair. He must, 
however, have felt that he was swimming in perilous waters, 
for Mr. Muhammad Yakub had already asked for a truce 
between Mr. Jinnah and his opponents until they could 
all meet in Delhi during the winter session of the Legis- 
lative Assembly, and it seemed reasonable to suppose that 
he had no desire to commit himself at the moment. In 
fact, there was no Mahomedan of any standing in public 
life at Mr. Jinnah’s meeting. Sir Ali Imam, it is true, was 
present, but he has long been out of public life, and, being 
a Liberal of the old type, he has thrown in his lot with 
Sir T. B. Sapru and his other former colleagues. In spite 
of the smallness of the gathering and its unrepresentative 
character, the proceedings were by no means. smooth. 
The opening meeting had to be adjourned, and there 
was opposition to the inevitable boycott resolution at 
every stage. At such a meeting, however, its final success 
was never really in doubt, and so Mr. Jinnah, with the help 
of the small band of Khilafatists and a larger body of 
young students, got another resolution passed for the 
boycott of the Commission. 

Meanwhile, the real meeting of the Moslem League was 
held at Lahore at the beginning of January. It was attended 
by the greater part of the prominent Mahomedan leaders, 
and the list of members of the committee, which was 
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formed to suggest a suitable constitution for India, includes 
most of those who count for anything in the life of their 
community in their own provinces and, indeed, all over 
India. A scrutiny of the list of delegates leaves no room for 
doubt as to the superior validity of the claim of this session 
to represent Indian Mahomedan opinion. A resolution 
was easily carried opposing the boycott, and it is clear that, 
whatever changes may take place in the opinion of other 
sections, the overwhelming majority of Mahomedans will 
stand by the Commission. 

There has, of late, been a lull in Hindu-Mahomedan 
rioting, but the inter-communal situation has not improved 
in spite of it. There are uneasy rumblings in more than 
one of the great cities in the north, and if the boycotters 
manage to organise hartals and other demonstrations 
when the Commission arrives, there is no doubt that there 
will be serious trouble between the two communities. 
Still, let us be thankful for the present lull and hope that 
it may last. The progress of the boycott movement would, 


however, gravely endanger it, for nothing has yet been 
done by either Hindus or Mahomedans to remove the root 
causes of the trouble. The “unity resolution” passed 
by Congress is merely a pious expression of hope. 


India, 
January 12, 1928. 





INTERIM OBSERVATIONS FROM 
THE UNITED STATES 


T the present moment the country is concerned about 
many matters, all of which seem to be revolving in a 
state of animated suspense. A list would include certain 
important American questions in the solution of which 
foreign States are interested. A few references may serve to 


bear out this statement. 

For example, it is already election year: so the Adminis- 
tration is wary, Congress is eccentric and business men are 
anxious. No one knows what to fear or hope for in the way 
of developments which will be capitalized for the Presiden- 
tial campaign this summer and fall. It is useless to guess 
what fellow will fall heir to Coolidge’s toga : more than that, 
it is useless to try to predict what two men will receive the 
Republican and Democratic nominations and be allowed to 
dispute for it. The Honorable Herbert Hoover, sprinting 
to the front on the first lap of the qualifying heat, seems to 
have outdistanced the rest of the Republicans ; but almost 
as these words are written his chances get a rude shock from 
the New York State Committee, and the wiseacres now tell 
you that Dawes will swing out to the front and leave the 
over-zealous Secretary of Commerce trailing in the ruck. 
As for Democratic hopes, they turn around Al Smith, 
Governor of New York State; but everyone who reads 
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this article will have read elsewhere of his “ wet ” propen- | 
sities and his Roman Catholic affiliations. Certainly the | 
Democratic brethren below the Mason and Dixon Line | 
know these two things about “ Al,” and they do not relish | 
the prospect of mustering the Solid South behind the 
banners of King Alcohol and the Pope. Furled banners, of 
course—for if he were nominated, little about liquor and 

less about Rome would come into open public discussion. 
Then, too, the Naval Appropriation Bill is before Con- | 
gress. The admirals are on the rampage again, broadcast- | 
ing their alarmist talk for domestic consumption, without 
realizing perhaps that the fanatic who runs amuck in his | 
mania is apt to injure the innocent bystander. It is not an 
elevating spectacle—-one department of government at 
loggerheads with the Chief Executive—but that is the situa- 
tion. The admirals, the Secretary of the Navy, and his 
assistant, testifying before a somewhat bewildered Naval 
Affairs Committee, contend that the principle of British- 
American parity has never been recognised in fact by 
London, that the Geneva Conference broke down on this 
point, that the way to get parity is to get it, and that the 
proposed five-year program for the expenditure of eight 
hundred million dollars will take the controversy out of the 
realm of formulas and settle it in accordance with facts. 
And they reply that if the British Government still main- 
tains that parity has already been achieved, and regards 
the new naval program as a challenge to supremacy—not 
as a means to real parity—then the British Government can | 
meet what it is pleased to regard as a challenge in its own | 
way. And if this be competition in naval armaments, then | 
somebody not the United States is responsible for it ! 
The technical point in dispute between the President | 
and the navy is simply this :—Shall the statute require the | 
program to be completed in five years’ time, or shall the 
statute allow the President the discretion to spread con- 
struction over a longer period depending upon “ con- 
ditions ” and upon the Treasury balance? “The plan I 
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have endorsed,” says Mr. Coolidge, ‘“‘ does not contemplate 
any limitation of time as to the beginning or the completion 
of this tentative program.” Though the President accedes 
in principle to a certain amount of replacement and to a 
certain increase in naval strength, it is clear that on grounds 
of domestic economy and of international policy he is 
opposed to a sudden big building boom. He would have 
the schedule carried out “ as conditions dictate”; surely 
this is a suggestion that a fresh attempt will be made to 
reach an agreement with other naval Powers. 

The opposing views of the President and one of his 
departments are here set forth rather more definitely than 
they have appeared in print. The explanation imputes 
motives ; one can never be strictly sure on that count. 
But, however the conflicting motives may be precisely 
delineated, one can be sure that the dispute is genuine and 
bitter. And however a bewildered Congress may finally 
decide, it is to the President’s credit that he has spoken 
his mind on the subject to the admirals. The New York 


Times of January 25 takes pains to report his views in 
detail, and anyone who understands Washington journalism 
realizes, from the dispatch itself, that the President, not 
the journalist, made this interview : 


Big navy talk or inflammatory statements by naval officers, the 
President feels, not only create wrong impressions abroad, but do 
not influence sentiment in Congress in favor of larger appropriations 
for national defense. Such statements appear yearly, the President 
indicated to-day, about the time Congress is considering the military 
and naval Bills. 

The President cannot understand why the newspapers or the people 
should take such statements of officers seriously. Since they appear 
so often, he feels the public should not be alarmed by them, although 
at times exaggerated statements upon the nation’s military effective- 
ness are credited to responsible military officials. 

Statements of this character, in the President’s opinion, are inef- 
fective in influencing Congressional action, but even may be harmful 
in their effect upon sentiment abroad. He feels that service men 
should not speak without due regard to the Government’s policy, 
yet he has found no method to prevent unwise statements. 
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If the President were to attempt to put a muzzle on service men, 
he believes, there would be a nation-wide protest against inter- 
ference with the freedom of speech. Therefore, while disapproving 
statements that may contain “ alarums of war,” or which picture the 
army and navy as ineffective, the President has found no way to 
stop it. 


The future of the merchant marine is linked with that of 
the navy. Itis natural, therefore, that at this same moment 
Congress should be deciding between the relative merits 
of government and private ownership of the commercial 
fleet built up during the war. Here again the President 
holds a view emphatically opposed to that of the interested 
department of government. Mr. Coolidge would put an 
end to the ownership and operation of vessels by the 
Shipping Board. He holds, further, that a direct subsidy 
to private companies operating merchant ships is a costly 
way of carrying on an essentially commercial enterprise. 
But Congress, apparently, does not share his view, for the 
Jones Bill, designed to continue this ownership and operation 
by Government, has just passed the Senate by a substantial 
majority. It remains to be seen whether the President 
will veto the bill or not. 

With the election season at hand, with the naval building 
program in dispute, with the future of the American mer- 
chant marine at stake, with the renewal of the French treaty 
still under discussion, with the fate of the Dawes plan to 
be determined before the end of the year, with the question 
of Russian recognition reviving itself in unexpected ways, 
the Administration has its fingers full. The solution of 
these questions will have a bearing upon the relations be- 
tween Europe and the United States. It is once more the 
ancient pity, therefore, that except for its renunciation 
of the League and the usual American practice of dealing 
piecemeal with European affairs, no principles of the 
conduct of foreign relations have been established by the 
Republican Administration during the past eight years. We 
still lunge at this windmill, or get knocked down by that. 
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Only in relation to Latin America is there an orderly and 
fairly consistent story. Here, in spite of the Mexican 
dispute and the Nicaraguan bedevilment, the outlines of a 
foreign policy appear to be taking shape, and the conference 
in Cuba is to-day the forum for its promulgation. 


II. 


HE Sixth Annual Conference of American States, 

better known as the Pan-American Congress, convened 
on January sixteenth at Havana. The agenda is expected 
to keep the delegates busy until the end of February, so an 
article written two weeks after the curtain rolls up and four 
weeks before it is calculated to roll down can hardly take 
the form of a report. Yet it is necessary to write something, 
however tentative and ambiguous, about the Sixth Con- 
ference, even under obvious handicaps. Per contra, it was 
not necessary to write anything in other years, however 
complete and accurate, about the previous five, with no 
handicaps at all. 

The United States Government attaches an unusual 
degree of importance to this gathering. Its spokesmen 
have said so on several occasions, and the acts of the 
Administration have confirmed its words. A delegation was 
appointed, made up of able and seasoned men; the Secre- 
tary of State was present at the opening session; and the 
President himself, riding on the battleship Texas, flanked 
by the cruiser Memphis, and protected in the rear by eight 
destroyers, landed at Havana and madeaspeech. It was not 
a very good speech—John Barrett, former Director-General 
of the Pan-American Union, had hoped for a better one. 
‘¢ The general belief in all Spanish America,” he told the 
Associated Press, “is that it will be a statement or inter- 
pretation of the present and future Pan-American policy 
of the United States which will be known by the name of 
the ‘Coolidge Doctrine,’ which will rival and supplant © 
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the famous Monroe Doctrine, after the latter has kept 
itself in the center of the stage of the international or 
inter-Pan-American affairs of the United States for one 
hundred and four years.” 

This general belief, if indeed all Spanish America believed 
it, was not fulfilled. Will Rogers, the cowboy wit, who 
makes jokes and is said to stir up international goodwill 
wherever he goes, seemed to think that the President’s 
address didn’t amount to much. “He opened his act,” 
said Will, “ with Christopher Columbus and he closed with 
Columbus, and he never got much closer to 1928.” That 
hardly seems possible. At all events it is a conspicuous 
thing for any President of the United States to leave the 
mainland during his administration and put out to sea, even 
though the distance is only a hundred miles and the 
objective is an island pro-consulate. 

Now if the writer ventures to set down a few observa- 
tions and a few timorous prophecies, he is encouraged by 
the example of President Machado of Cuba. ‘This gentle- 
man, greeting the representatives of twenty-one American 
nations as they arrived in his “ home town,” assured them 
that they had not come all the way for nothing. “ Since 
liberty has won,” he said, “ the most transcendental act in 
the internal life of America will probably be the holding at 
Havana of the Sixth Pan-American Conference.” It is 
easy now, two weeks after the opening, to be certain that 
there’s not going to be anything transcendental about it. 
President Machado was misled. He ought to have known 
that Charles Evans Hughes doesn’t go to conferences like 
that. Nor do the other members of the United States 
delegation; Ambassador Fletcher, borrowed back from 
Rome because of his diplomatic experience in Cuba, Chile 
and Mexico ; former Judge Morgan O’Brien ; James Brown 
Scott of the Carnegie Endowment for International Peace ; 
former Senator Oscar Underwood ; President Wilbur of 
Leland Stanford University, brother of the Secretary of the 
Navy; Dr. Rowe, the mainstay of the Pan-American 
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Union; the new ambassador to Cuba. And the new 
ambassador to Mexico? One cannot be quite sure of the 
last delegate on the list. Even as a partner in J. P. Morgan 
and Company, Dwight Morrow took a moral holiday now 
and then and let his imagination run free. Perhaps, with 
scope, he might have given the Havana Conference a 
transcendental bias. Perhaps it was because he lacked 
scope that he returned to Mexico on pressing business a 
few days after the meetings began and has not been seen 
in Cuba since. Perhaps not. At all events, whatever 
observations and prophecies may here be set down, they 
can scarcely be further from the mark than President 


Machado’s. 


III. 


HE idea of a Pan-American Congress did not originate 
with the United States. More than a hundred years 


ago the great South American hero and liberator, Bolivar, 
proposed that the young republics should create a league 
for preserving peace among themselves and for resisting 
that power of Spain from which they had just freed them- 
selves. In such a league the United States then had no 
logical place, but the Governments of Mexico and Colombia, 
reading more than was intended into the three-year-old 
Monroe Doctrine, asked that an invitation should be sent 
to the sympathetic republic of the north. The invitation 
was accepted, but for some reason the delegates from the 
United States failed to put in an appearance, and thus it 
went on for fifty years. 

Conferences were called at irregular intervals; their 
object was always the same—to discuss ways and means 
for preserving the peace and defending against European 
aggression—but the United States took no part in them. 
Then, in 1881, the direction of affairs passed to Washington. 
Trade with Latin-American countries had assumed a 
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certain importance, and too much of it seemed to be running 
towards Europe. So James G. Blaine, Secretary of State 
in the Garfield Administration, extended a general invitation 
“to all the independent countries of North and South 
America to meet and discuss the methods of preventing 
war between the nations of America.” In Bolivar’s day it 
had been important to preserve the peace—but only as the 
most effective way of presenting a united front to Spain 
if she should ever try to regain her lost colonies. In Blaine’s 
day peace was to be preserved, not as a condition of 
independence, but as a favourable basis for trade. From 
this moment, under the leadership of the United States, 
the Pan-American Congress has been economic rather than 
political in character, “to cultivate ”—as Blaine himself 
said—“ such friendly commercial relations with all American 
countries as would lead to a large increase in the export 
trade of the United States.” 

Never, perhaps, has the North American attitude towards 
these gatherings been more clearly expressed than by 


Elihu Root in 1906, when, as Secretary of State under 
Roosevelt, he addressed the Third Conference at Rio: 


According to your program (he said) no great and single impressive 
thing is to be done by you, no political questions are to be discussed ; 
no controversies are to be settled ; no judgment is to be passed upon 
the conduct of any State; but many subjects are to be considered 
which afford the possibility of removing barriers to intercourse, of 
ascertaining for the common benefit what advances have been made 
by each nation in knowledge, in experience, in enterprise, in the 
solution of difficult questions of government and in ethical standards ; 
of perfecting our knowledge of each other and of doing away with 
the misconceptions, the misunderstandings and the resultant 
prejudices that are such fruitful sources of controversy. 
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IV. 


HE first five conferences were non-political and non- 

controversial. ‘They concerned themselves with such 
unexciting topics as commercial treaties, patent and trade- 
mark rights, immigration laws and health problems. In 
all these questions, because of her advanced economic 
status, the United States took the position of natural 
leadership. But she used that dominant influence some- 
what unnaturally to exclude a number of issues which 
seemed important to her weaker neighbours. 

In 1923, for the first time, a disquieting note was heard 
in the orchestra—some of the Latin-American States gave 
notice that they wished to discuss politics. Except for an 
agreement on a mild program for dealing with international 
disputes by means of commissions of inquiry, their efforts 
met with no practical success, for American prestige was 
great enough to quash them. “This meeting,” wrote 
El Mundo of Havana, “ was entirely under the control of 
the United States. The same old patents, trade-marks, 
and sanitation. .. .” Nevertheless a warning had been 
sounded, and Washington heeded it, and if since 1923 
certain Latin countries have been preparing for 1928, 
so has the United States. Not that her conception of 
the essential nature of a Pan-American Conference has 
undergone a change: it is safe to say that Washington 
has no intention of joining a League of Nations of 
the Western Hemisphere. But two things have become 
clear: the discussion of political questions can. no 
longer be avoided if any considerable number of the 
twenty-one States wish to bring them up, and the in- 
fluence of the United States can no longer be exerted 
immoderately. 

It is, then, something more than a new technique for 
handling an old situation—this visit of President Coolidge 
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to Havana, and the distinguished character of the mission 
from Washington. It is scarcely what the liberal writers 
would have us believe, a mere trick to dazzle the delegates 
from the lesser States and flatter them into a stupor of 
sweet complaisance. One can, of course, interpret events 
this way and protest that serious differences cannot be 
settled by staging a stately spectacle, even though it cul- 
minates in the arrival of Lindbergh by air in the middle 
of the Conference. But our liberals, for once, are 
probably wrong. Washington is in a sober mood. The 
gestures are honest, not hypocritical, and the attitude of 
Mr. Hughes and his colleagues, for perhaps the first time 
in the history of our Latin-American relations, is one of 
candor and accommodation. 

Past history led one to expect, for example, that the 
United States would seize the chairmanship of the Sixth 
Conference, direct the deliberations of the more important 
committees, and keep the discussion of controversial ques- 
tions out of public hearing. But is it not more than a 
gesture for Mr. Hughes to vote for the election of Pueyrre- 
don of Argentina as moderator of the Assembly, to second 
the nomination of the fractious Dr. Guerrero of Salvador 
to be chairman of the important Committee on International 
Public Law, and to decline to be chairman of the Committee 
on the Pan-American Union in favor of Dr. Herrera of 
Colombia ? Was it mere “ eye-wash ” for the American 
delegation to concede the right to a public discussion of all 
questions, however controversial, which might fall within 
the general scope of the conference ? Was it hypocrisy 
or was it candor that lay behind the following despatch 
sent from Havana to the New York Times :— 

Ex-Secretary Hughes and Mr. Fletcher, with others of the dele- 


gation, are ready to meet the inquiring or complaining South 
Americans in the whole matter of intervention in Nicaragua. It is 
not strictly before the Congress, but if the matter is raised or brought 
in even by a side wind, the Americans are not afraid of it, will not 
seek to rule it out on technical grounds, and will be ready to discuss 
it frankly with the delegates from other nations. 
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At the end of January, two weeks into the Conference, 
a proposal emerged from the Committee on the Pan- 
American Union. “Hereafter,” ran the resolution, “ the 
Board should be made up of special representatives of each 
nation, and not, as at present, of the diplomatic repre- 
sentatives of Latin-American States at Washington, sitting 
under the chairmanship of the United States Secretary of 
State.” This might be thought to be a blow at the measure 
of control hitherto exercised by the “Colossus of the 
North ”; but Hughes let it pass without protest, and 
seemed content to secure an amendment allowing each 
State at its option to continue the previous practice. 
Here 1s a new technique, surely, but the record of these 
early actions, read as one story, gives gratifying evidence 
of a new spirit as well. 


V. 


F Goliath has shown himself to be not such a formidable 

Goliath, David has shown himself to be not sucha dan- 
gerous David. It now seems clear that the Latin States 
do not present such a united front after all. Is it the 
capitalistic spirit of the United States to which the liberal 
nations of the south are supposed to take exception ? 
Protests on this score will scarcely come from the Govern- 
ments of Peru, Cuba, Venezuela, Panama and Nicaragua, 
where, to put it mildly, American capital is a silent partner. 
Is it true that the Latin States are turning away from 
Washington towards Geneva and discovering there a new 
focus of unity? Fifteen countries may possibly be thus 
dividing their dependence, but their combined population 
is only twenty-one million. They contrast with five States 
—Mexico, Costa Rica, Ecuador, Brazil and the Argentine, 
who do not participate in the Geneva Assembly, and who 
boast a population of fifty-one million. Are they supposed 
to be united by ties of color? They most assuredly are 
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not. Or by ties of language—when Spanish and Portuguese 
and native tongues divide them? Or by their own har- 
monious relations to one another? It should be remem- 
bered that Brazil and the Argentine both carry wounds 
of a war over territory which now is Uruguay; Bolivia, 
Peru and Chile do not regard the Tacna-Arica dispute as 
settled ; and Mexico still nurses a grievance against 
Venezuela. These acute antipathies between the countries 
involved are stronger far than their common apprehension 
of American “ imperialism.” 

Some of the Latin Governments are to-day in power 
because of just such American intervention as others object 
to, many of them need American capital at this stage of 
their material development, and almost all of them subsist 
largely on trade with the United States. For as the 
United States has extended its commerce southward until 
its trade in that direction amounts to more than eight 
hundred and fifty million dollars a year, so, reciprocally, 
the commerce of these southern nations with their pros- 
perous northern neighbour has increased by leaps and 
bounds. In the period between 1910 and 1914 their 
annual shipments to the United States amounted to less 
than four hundred and fifty million dollars; in 1926 the 
figure stood at more than a billion. In orthodox economics, 
the seller of goods is supposed to be better off than the 
buyer. To the extent to which this maxim is true, Latin- 
America has a trade advantage over the United States to 
the tune of one hundred and fifty million dollars a year. 
It has been estimated that seven of the Latin States repre- 
sented at Havana carry on more than half their foreign trade 
with the United States. Others send a third or more of 
their export produce to American ports, while only five 
countries send less than a third to these markets. Just as 
the Government at Washington has come to see that its 
trade relations with Latin-America are too vast to be 
jeopardised by arrogance, so their commerce with us is now 
seen to be too valuable to be destroyed by petulance ; and 
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the one thing that seems to appear out of Havana is the 
conviction that arrogance and petulance respectively will 


not be allowed to play any important part in the pro- 
ceedings. 


The New York World is regarded as the most powerful 
anti-administration newspaper in the United States. It 
has been ruthless in its criticism of the foreign policies 
of Harding and Coolidge. A year ago it exposed the 
situation in Nicaragua in a series of brilliant and fearless 
editorials. But of the Havana Conference—at least in its 
early stages—the World has another story to tell, and a 
gratifying one :— 


In the very region where our imperialism is said to operate, we 
have repeatedly refused to convert our interventions into conquests. 
We may not deserve much credit for that, but in the whole wide 
world where so many are ready to criticise us, is there any record of 
self-restraint comparable to it ? 

We have not always known how to act on the principles we pro- 
fess. We have not always understood the Latin peoples. We have 
not a diplomatic service of high enough quality. We have not 
thought out our policy clearly, nor known how to express it. We 
have not properly appraised the growth of national feeling among 
our neighbors. On the other hand, this should also be said: 
Our delegation at Havana expresses a new phase in our diplomacy. 
It belongs to the period of Morrow and the Lindbergh mission. 
But it has to deal with unresolved muddles like Nicaragua, which 
are left over from an earlier phase of our diplomacy. We wish 
our neighbors would take this into account. 


If the substance of this comment, written ten days after 
the opening of the Sixth Conference of American States, 
can be repeated when it ends, the Conference may be 
regarded as a distinguished success. Nothing “ tran- 
scendental,” but just plain, useful progress in the business 
of international accommodation. 
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VI. 


HE change of front toward Latin-America may be 

of more than local significance. It was in the Western 
Hemisphere that the United States first felt its power, 
used it inconsiderately to its advantage, and now appears 
to have learned that its own interests can be best and per- 
manently furthered, not by the flat exercise of strength, 
but through applying the principle of mutuality. Among 
the nations of the world the United States holds no such 
position as it does in the Western Hemisphere ; but it is, 
nevertheless, perhaps the most powerful political unit in 
the world to-day. European people, sometimes frankly, 
sometimes grudgingly, sometimes by the indirect testimony 
of their dislike, seem to acknowledge a new dominant factor 
in international affairs. But the shift is not generally under- 
stood in the United States. Our little arrogances, our 
dogmatic attitudes, our diplomatic brusqueness all indicate 
that, though we are beginning to taste the strange 
wine of power, we do not truly comprehend its nature or 
our own. 

For that reason, the spirit of the Havana Conference may 
be a promising sign. Secretary Kellogg’s recent dismissal 
of unfounded‘charges in the gun-elevation controversy with 
Great Britain was a deliberate effort toward goodwill, 
however slow it may have been in coming. Coolidge’s 
outburst against the admirals was another. An honest 
effort, not a frivolous one, was made to meet the French 
overtures for a new arbitration treaty ; and Washington’s 
proposal that submarines be forever abolished by inter- 
national convention was a constructive effort, even though 
it may have been regarded as “ an insult ” in certain foreign 
quarters. 

“‘ America Comes of Age,” wrote André Siegfried of the 
social, political and economic life of the United States as 
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he saw it a year ago. If the Havana Conference of 1928 
in the end is anything more than another example of the 
same old sort of thing, it will be because, at last, in 
international relations, America is coming of age. 


The United States of America. 
February, 1928. 





THE WORKING OF THE REFORMS : 
AN INDIAN VIEW 


HE writer of these notes—for they are nothing more— 

has not been in the highway of Indian politics ; 

but he has wandered in its by-paths. It is, therefore, not 

as a politician that he records his opinions, but rather as an 

observer, and, he will be the first to admit, as a not wholly 
disinterested observer. 

The Indian legislatures, provincial and central, have a 
characteristic which marks them off from similar institu- 
tions in other countries. They reflect a fragmentation 
in their composition which makes the will of the majority 
ineffective, or rather renders impossible the evolution of a 
common will, with the result that by skilful manceuvring 
the Executive, with rare exceptions, can still be master of 
the situation ; this may be a good thing as long as it con- 
tinues to be irremovable, but it inevitably destroys morale. 
The following factors contribute to this result :—{1) the 
communal constituencies; (2) the special electorates ; 
(3) the official bloc ; and (4) the nominated members. 

Before embarking upon an examination of these factors, 
it may be well to consider a concrete example, such as 
the Bombay Legislative Council. Its composition is as 
follows :— 

Seats. Votes. 
(in round figures) 

Non-Mahomedan constituencies, urban 
andrural .. Bs gy 46 600,000 
Mahomedan, urban and reral s ve. 27 90,000 
European .. ae ‘> in an 2 9,000 
Landholders é = ie “e 3 1,600 
University. . : es " I 6,300 


Commerce and industry ; pa 7 730 
Official bloc and nominated sinters ae 25 _— 
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It is obvious that the minority representing 107,630 
voters could, with the approval of the Executive, impose 
its will on the representatives of the 600,000 voters. Pro- 
bably such an alignment does not in practice actually 
occur, or, if it does, with modifications. For example, the 
members representing the university and commerce 
and industry might vote with the “real” majority, and 
an equally small number of the non-Mahomedan members 
support the “real” minority; but the result is sub- 
stantially the same, i.e., the will of the majority of voters 
can easily be defeated, and actually is so defeated. Maho- 
medan representatives, who form the largest of the 
minority bloc, hold the balance of power except in cases 
where this bloc is broken up as it was in Bengal during 


the years 1924-1926. 


Communal Constituencies 

The following are communal constituencies :—Maho- 
medans in all the provinces except Burma; Europeans 
in many provinces, both for the provincial council and the 
Assembly* ; Indian Christians for the provincial council only 
in the Madras Presidency ; Anglo-Indians for the provincial 
councils in Madras, Bengal and Burma; Karens for the 
provincial council in Burma ; eight Indian constituencies for 
the provincal council in Burma ; the Sikhs in the Punjab, 
both for the provincial council and the Assembly. 

The total number of constituencies in British India 
(provincial and central), to leave out of account the Council 
of State, is 823. Of these 207 are Mahomedan, 20 
European, and 36 miscellaneous, making a total of 263 com- 
munal constituencies, or nearly 32 per cent. of the whole. 
A communal constituency consists of qualified voters 
who profess a common religion, such as Islam or Sikhism, 
or who belong to a particular race, e.g., European residents, 
and in Burma, Indian residents. Such voters are debarred 
from exercising the franchise in the general constituencies, 
* The word Assembly in this article means the Indian Legislative Assembly’ 
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but they may do so, if qualified, in special constituencies, 
for example, in university or commercial constituencies. 
Persons with communal qualifications may not stand 
for general constituencies. The result is that the 
latter are practically Hindu with a sprinkling of 
Indian Christians, and sometimes a few Anglo-Indians 
and Parsees, unless these communities are themselves 
large enough to be formed into separate electorates. 
Some of the results of this system are fairly obvious. In 
the last Assembly (1924-1926) the Mahomedan con- 
stituencies failed to throw up anyone of more than ordinary 
ability, with the exception of Mr. Jinnah. Mr. Jinnah 
would, however, have been acceptable even to a general 
constituency. Sir Mahomed Habibullah, now member 
of the Viceroy’s Executive Council, has stated publicly 
on more than one occasion that he owed his political 
position, in pre-Reform days, to electorates with a sub- 
stantial Hindu majority. He was, it will be recollected, 
for several terms a member of the old unreformed Madras 
Legislative Council. In the second place, the division 
of constituencies into commercial, Mahomedan and, lastly, 
general (in practice Hindu), has resulted in Moslem and 
Hindu extremists being returned practically unfettered by 
any obligation to the members of any other community 
except their own. The recent assertion by Hindu and 
Moslem leaders of their so-called religious rights, 
“music before mosques ” on one side, or “ cow killing ” 
on the other, is the result of neither being accountable to 
the electors who profess the religion of the other. In the 
third place a communal bloc results in demands for a share of 
appointments in the clerical, administrative and technical 
public services, without regard to the fitness or otherwise of 
their candidates. A prominent feature in the question paper 
of the Assembly, and also of such provincial councils as those 
of Bengal or the Punjab, are interpellations regarding the 
proportionate number of Moslems and Hindus in the 
Government service. In fairness, however, to the Meslem 
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community, it ought to be said that the number of Moslems 
actually so employed, particularly in the higher grades 
is comparatively small. The Moslem bloc in Bengal 
has evidently imposed its will upon the Government, 
inasmuch as its claim to a minimum of 40 per cent. of 
future appointments in some of the services has been 
accepted, and, presumably, the arrangement is already in 
operation. Where they exist, the European groups have 
come to be the chief supporters of the Moslem bloc in the 
legislatures. The European community would, the writer 
believes, even agree to Moslem communal electorates being 
established in provinces which may in the future have a 
clear majority of Moslem electors, though it would ensure 
such a majority complete control through their representa- 
tives, who would be unresponsive to the demands of the 
minorities. The claim to have even a majority protected by 
giving it an electorate confined to its own co-religionists has 
already been made by certain Moslem leaders. ‘The Indian 
Christians also successfully demanded minority protection 
in the Madras Presidency which, for this purpose, has been 
divided into five constituencies ; but a substantial number 
of them would sorrowfully recognise that the results have 
not come up to their expectations. With a small 
representation (just five members) it has been impossible for 
them to exercise any real influence on behalf of their 
community. A growing consciousness that it is necessary 
for them to throw themselves into the general life of the 
country if their influence is to be felt has led one of their 
prominent leaders, the present Madras Minister, Diwan 
Bahadur Arogyaswami Mudaliar, himself the representa- 
tive of such a constituency, to declare that the precaution 
of a communal electorate for Christians is no longer 
necessary. It is, indeed, pathetic to observe that the 
existence of Christian constituencies has emphasised the 
cleavage between Roman Catholics and Protestants. In most 
cases elections have been fought on the sectarian affiliations 
of candidates rather than on their political creeds. Indian 


339 





The Working of the Reforms: An Indian View 


residents in Burma are divided into eight constituencies. 
The inconsistency between the Hindu demand for the 
abolition of communal constituencies in India and the 
success of their co-religionists at the other side of the Bay 
of Bengal in obtaining communal protection, has not been 
brought to the notice of the public. Yet, it is only in 
Burma that Indians, both Hindus and Moslems, are united 
in a common electoral roll, and the system appears to have 
worked quite happily. It might help to allay Burman- 
Indian antagonism if the protective device of Indian 
constituencies were to be abolished. 


Special Electorates 


But the fragmentation which results from the Indian 
electoral system is not exhausted by the machinery for the 
protection of the communities. By the creation of “special 
electorates,” landed and commercial interests have also been 
placed in what must be regarded as a privileged position. 
The composition of the Bengal Legislative Council is 
probably the best example. The number of seats is as 
follows :—non-Mahomedan 46, communal 46, special con- 
stituencies : universities 2, landholders 5, Bengal Chamber 
of Commerce (European) 6, Jute Mills Association, Indian 
Tea Association, Indian Mining Association, Calcutta 
Trades Association (all European) 5, Bengal National 
Chamber of Commerce, Bengal Marwari Association, 
Bengal Mahajan Sabha (all Indian) 4. - Thus, there are 22 
special seats in all. These special constituencies are 
small—one of them contains only 54 voters, another 52. 
The voters’ roll reveals the fact that the non-Mahomedan 
and communal constituencies, which return 92 members, 
comprise more than a million voters, while the total number 
in the special electorates which are represented by 22 
members comes to a little over 12,000. Each of them is, 
moreover, entitled to a vote in the territorial constituencies 
whether non-Mahomedan or communal. 

A striking illustration of the inequality in the exercise 

340 





The Working of the Reforms: An Indian View 


of voting power is to be found in the Madras electoral 
roll. The non-Mahomedan constituency of South Arcot 
and the Madras Trades Association (European) both return 
one member each. The former comprises 73,866, the 
latter only 16 voters. 


Nominated Members 


In the Legislative Assembly the nominated members fall 
into four different classes. First in order of importance, 
are the officials of the central Government itself on whom 
the responsibility for the conduct of business largely falls. 
They reply to questions, give notice of Government Bills and 
resolutions, and take an important part in the debates. The 
tone of the House is largely determined by the leader of the 
House who is usually the Home Member. Sir Malcolm 
Hailey, in the opinion of the non-official members, was 
probably the ablest leader the Assembly has had. When 
he resigned his position to become Governor of the 
Punjab, the standard of debate of the whole House fell. 
His withdrawal, in the opinion of most people, had a very 
remarkable effect. Usually behind the leader of the House 
there sits the head of the Government Publicity Depart- 
ment (a nominated member) who rarely intervenes in 
debate, but is understood to write a daily report of the 
proceedings for the Viceroy’s perusal, and scoffers say 
corrects the spéeches of the Front Bench for the Indian 
Hansard. Every now and then, an official nominated 
member disappears from the floor of the House, and a 
notification in the Gazette announces that he has resigned 
his seat. This is apt to happen about budget time, when 
the Finance Member needs the assistance of the people in 
his office who have been dealing with the details. New 
members are then sworn in and take their seats, only to be 
dispossessed in their turn, when the budget has been 
finally disposed of. In the meantime, the temporarily 
deposed officials may be seen in the lobbies, or even poking 
their noses into the Chamber which they dare not enter. 
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An incident caused some merriment two or three years 
ago. The Foreign Secretary, according to an announce- 
ment in the Gazette, had resigned his seat, and his under- 
study in the department was nominated to fill the vacancy. 
The next day the Foreign Secretary was sworn in as member 
of the Council of State where he made a speech on frontier 
affairs. A day or two later, the resignation of his seat in 
the Upper House, and that of his successor in the Assembly 
were both solemnly gazetted. On the fourth day he 
re-appeared in the Lower House, took the oath of 
allegiance and resumed his seat, and this fresh nomination 
was with equal solemnity recorded in the Gazette. The 
writer also recollects another incident. A nominated 
official member was unable to attend an important sitting 
at the-end of the session—he was either unwell or had to 
leave Delhi on urgent business. The Government were 
anxious about the result of a particular division; so the 
seat was declared vacant and a youth, a member of the 
Indian Civil Service, who was attached to the Legislative 
Department to learn the work, was nominated to the 
vacancy. The new member was a familiar figure in the 
Chamber, as he had been assiduous in attendance at the 
Clerk’s table before his sudden promotion. There is a 
saying in Delhi that the resignations of nominated official 
members are always in the hands of the Governor-General. 
These quick changes somewhat detract from the importance 
of the rank and file official nominated members. 

The second group of official nominated members includes 
provincial representatives (two each from the major and 
one each from the minor provinces), and few, if any, 
responsibilities devolve upon these men. They form a 
rather forlorn group of “ backwoodsmen,” as they some- 
times call themselves. They are useful to the Government 
on the rare occasions when provincial matters are brought 
up—as for example, during the debate on the amendment of 
the Criminal Procedure Code after the passing of the Bengal 
Criminal Law Amendment Act. They only intervene in 
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debate with the permission of the leader of the House. 
Occasionally this group includes men whom the provincial 
Government is at the moment unable to employ, or can 
spare most easily. ‘They may be senior Indian members of 
a provincial service, and occasionally some of them extend 
their sleeping hours to the sittings of the House. The 
writer cannot help wondering whether, as an alternative to 
maintaining the voting strength of the Government at the 
public expense, it would not be cheaper and equally 
effective if the Opposition were to be handicapped by losing 
a certain number of votes. Ordinarily one or two members 
of this group perform the useful, if thankless, task of 
Government whips. 

The non-official nominated members are a small group 
appointed by the Governor-General or the Governor, as 
the case may be, to the central and provincial legislatures 
respectively. Sometimes they are people who have lost 
their seats at the elections ; sometimes they are there to 
speak for some interest which is not represented or in- 
adequately represented. Occasionally the nomination is a 
solatium to some magnate or important person whom it is 
desired to reward. This, at least, is the interpretation put 
upon these appointments by the elected group. They 
usually vote with the Government and are reckoned among 
its supporters. Lastly, the non-official nominated members 
representing specific interests recognised at the time of their 
appointment form an interesting group who cannot be 
counted upon invariably to support Government measures. 
The best known of this group in the Assembly is Mr. N. M. 
Joshi, who represents industrial labour and whose independ- 
ent attitude, both towards the Government whose nominee 
he is and towards Indian industrial interests, has won him 
an acknowledged position in the country. To the credit of 
the Government be it said, he has been renominated each 
time after the dissolution of the Assembly. 
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The Electorate 


The ordinary constituencies, especially the ones for the 
Assembly, are too large, not so much from the point of view of 
the number of voters, as of the large extent of ground which 
would have to be covered if candidates were to attempt to 
get into touch with everyone or even with the majority of 
qualified electors. In single town constituencies this 
handicap does not, of course, exist; but in the Madras 
Presidency a Legislative Assembly constituency may 
include three, sometimes even four, civil districts. Com- 
munications are bad and the candidate cannot cover more 
than a fraction of the area. Agents are frequently employed 
to tour the constituency. This state of affairs probably 
explains why such a comparatively small number of electors 
go to the polls, particularly in the rural districts. A member 
of the Assembly informed the writer that he had had his 
picture printed on a postcard and sent round, as most of his 
constituents were illiterate. This device was, he believed, 
effective, and his opposition to the Finance Member’s 
proposal to raise the postcard rate from one farthing to a 
halfpenny rested on very solid grounds. Elections are 
expensive. Itis estimated that the last one in a certain pro- 
vince for the return of 91 members to the provincial council 
and 13 members to the Assembly, a total of 104, cost, if 
the writer’s memory does not play him false, over £100,000 
in lawful expenditure—that is to say, about {£1,000 a 
member. In the United Provinces, he has been 
informed that a landlord’s candidate does not scruple to 
spend as much as {5,000 to further his candidature. At 
any rate, the general belief is gaining ground that an election 
is an expensive affair, and as the life of legislatures (with 
the exception of the Council of State) is only three years, 
candidates without money at their back will not be forth- 
coming. 

In this connection a question might be pertinently put 
with regard to the purity of elections. The electorates are 
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too large and the voters too scattered to be exposed to much 
risk of corruption, and the cost would anyhow probably 
be too great for the evil to spread far. On the other hand, 
there is an impression that money is paid to influence 
results. It may be that agents are entrusted with large 
sums for their expenses, or they may be remunerated accord- 
ing to results. The writer has been told so by independent 
observers, including a friendly British official. It is also 
alleged that the “third candidate ” trick is in vogue in 
certain electorates; that is to say, a third candidate has 
himself nominated and then may be bought off by one or 
both of the other candidates. The first public reference 
to this matter of corruption was last Christmas, when 
the president of the All-India Conference of Indian 
Christians, in his inaugural address, said—“ If credence is to 
be given to even half the stories that are current about the 
methods used in the last elections, there are shoals ahead 
which need to be avoided.” Stories may be unverified 
rumours or gossip, but they playa large part in the formation 
of opinion ; at any rate, the facts need investigation. 

Out of a total of 823 seats, 179 are filled by unopposed 
candidates. The most remarkable cases of lack of opposition 
on a large scale occurred in the fifty-seven European 
constituencies. In only one of these was an election 
actually held. It is indicative either of an overwhelming 
unanimity or, more probably, of a dearth of candidates. 
So easy has it become for a European with political ambi- 
tions to become a member, that an offer from any individual 
would probably be accepted without question, provided, 
of course, that he had the minimum requisite qualities, and, 
what is even more important, the time. In one of the 
legislatures an English journalist, who was “covering” the 
proceedings for his paper, found it more convenient and 
interesting, when a vacancy occurred, to transfer his 
activities from the Press gallery to the floor of the Heuse 
without renouncing his responsibilities to his journal as 
its parliamentary correspondent. ‘To a few members the 
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legislatures prove only the stepping stone to a “snug 
billet,” such as a public prosecutorship in a district; and 
occasionally support given a Ministry may be thus rewarded, 
but in this respect India only repeats the experience of 
other countries with parliamentary institutions. 

Three years is too short a life for both the provincial 
legislatures and the Assembly. ‘The elections take place in 
November or December and the legislatures meet in the 
middle of January. The political parties live in the aftermath 
of the elections during the first year, and they attempt to 
arouse interest in the country by their opposition to the 
Executive; the second year they settle down to work, 
but during the third one the coming elections loom large, 
and attention is distracted from public business to the 
political chances of the future. So, as a matter of fact, 
the legislature is not given an adequate opportunity of 
proving itself. ‘This question of the life of the legislatures 
might well be made the subject of enquiry. 

The creditable results of the working of the reformed 
legislatures are much larger than political partisanship 
will allow. In the first place their educative value is 
great to large numbers of non-official members who are 
brought for the first time into touch with the machinery 
of government. On Ministers particularly the effect is 
profound ; they soon become conscious of political res- 
ponsibility, and, even when they are out of office, they show 
the same care in making public pronouncements, as, say, 
the Labour members of Mr. MacDonald’s late Cabinet. 
In the second place the legislatures have helped members 
to understand what standards ought to govern administra- 
tion. In every legislature membership of the Finance 
Committee is a much sought after privilege; the same 
applies to the Railway Finance Committee. On both these 
bodies members of every party have shown themselves 
helpful critics of Government policy. The Public Accounts 
Committees too have given their members an insight into 
the canons of financial purity. They have also stimulated 
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a sense of care in the responsible officials who realise that 
they are accountable for breaches of financial rules. ‘These 
committees have authority to summon the officials cor- 
cerned to give explanations and they may be cross-examined 
by their members. In the domain of pure legislation the 
Assembly and the majority of the provincial councils have 
a record of which they need not be ashamed. The budget 
is vigilantly scanned, and the present Assembly has already 
produced non-official experts who by dint of hard work are 
in a position to offer able and very pertinent criticism of 
it and the accounts when they are presented to the House 
by the central Government. The writer recognises that 
the thanks of many members are due to Sir Basil Blackett 
for the example that he has set in stimulating interest in 
financial problems, and the generous way in which he 
has placed his knowledge and experience at the disposal 
of members of the committees over which he has presided. 
The road of Swaraj is tedious and slow, and many an Indian 
believes that artificial obstacles block its fairway, but at 
any rate he can find consolation in the fact that the actual 
experience of the working of our limited parliamentary 
institutions has not been wholly wasted time. — 





GREAT BRITAIN: THE PRAYER 
BOOK AND OTHER MATTERS 


I. Tue Prayer Boox 


OT for a long time has a decision of the House of 

Commons moved the people of England in the way 
that its rejection of the Prayer-book Measure on Decem- 
ber 1§ last moved them.* ‘The venerable Archbishop of 
Canterbury, widely regarded as the very prototype of 
Christian statesmanship and charity, who thus saw the 
principal work of his long archiepiscopate rejected after it 
had been carried by a large majority in the House of Lords ; 
the dramatic manner in which the labour of the twenty-one 
years spent on it was overthrown on the last test to which, 
by law, it had to be submitted; the fact that this occurred 
on one of those rare occasions when a first-class issue is 
decided on the debate preceding the division, the result 
uncertain to the last ; the innate instinct in most people 
for theological controversy ; the ever-surviving force of 
the cry of “no popery,” and the determination of the 
Protestants to oppose any compromise of what they regard 
as an essential after-Reformation settlement; the zeal of 
the Anglo-Catholics ; all combined to make the occasion in 
every way memorable. A medieval atmosphere pervaded 
the debates in both Houses. One could almost hear the 
stake being erected in Palace Yard. 


* The figures in the division were ; Ayes, 205 ; Noes, 230. 
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The measure which produced the crisis is the last m a 
long chain of events, which began three and a half centuries 
ago with the split from Rome in Henry VIII’s time, a split 
which in the first instance was political rather than doc- 
trinal. The first Anglican Prayer-book—the one to which 
Lord Halifax would have us return to-day—appeared in 
Edward VI’s reign in 1549. It introduced the use of the 
English language in the services, which were also simplified. 
Another Prayer-book followed three years later and yet 
another in 1559 at the beginning of Elizabeth’s reign. ‘The 
differences between these books cannot be gone into here 
and we must pass over the next century, which saw the 
Puritan movement regarded by many as the real Reforma- 
tion in England develop, to the year 1662, after the restora- 
tion of Charles II when the Prayer-book we now use was 
compiled. Like its predecessors, it was a compromise, 
as is recognised in the opening lines of the preface : 


It hath been the wisdom of the Church of England ever since the 
first compiling of her publick Liturgy to keep the mean between the 
two extremes, of too much stiffness in refusing, and of too much 
easiness in admitting any variation from it. 


The next event to notice is the spiritual revival at first 
Evangelical in the eighteenth century and then Catholic 
in the first half of the nineteenth. ‘This last was known 
as the Tractarian movement, and many of its leaders— 
Newman among them—went over to Rome, but the 
movement went on inside the Church. In 1874 the Public 
Worship Regulation Act was passed, with the warm 
approval of Queen Victoria, to check ritualistic tendencies, 
but the imprisonment of refractory clergymen proved of 
little use. It merely made martyrs of them. At the 
moment the Anglo-Catholics, as they call themselves, and 
their sympathisers constitute a powerful section. In 
1906 the situation was such that a royal commission was 
appointed to enquire into the question of ecclesiastical 
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discipline. ‘The unanimous view of this commission, which 
included members of strong Protestant views, was that 


the law of public worship in the Church of England is too narrow for 
the religious life of the present generation. It needlessly condemns 
much which a great section of Church people, including many of her 
most devoted members, value; and modern thought and feeling 
are characterised by a care for ceremonial, a sense of dignity in 
worship, and an appreciation of the continuity of the Church, which 
were not similarly felt at the time when the law took its present 
shape. In an age which has witnessed an extraordinary revival of 
spiritual life and activity the Church has had to work under regula- 
tions fitted for a different condition of things, without that power of 
self-adjustment which is inherent in the conception of a living 


Church. 


This commission was appointed purely and simply to go 
into the question of discipline. It certainly did not con- 
sider the need of reforms to be an adequate reason for 
allowing defiant lawlessness to go unchecked pending their 
adoption, but it definitely came to the conclusion that 
alterations would have to be made in the Prayer-book 


before there was any change in the ecclesiastical courts. 
The Church, thereupon, embarked upon the task of revising 
the Prayer-book, and for the last twenty-one years the 
work has off and on continued until to-day. The result is 
the deposited book which has just been rejected by the 
House of Commons. 

Why then was it rejected? The Joint Ecclesiastical 
Committee of both Houses recommended that the book, 
which contains the old Prayer-book as well as the revised 
one—either may be used—should proceed. ‘The House 
of Lord approved it by a large majority. It is often called 
the Bishops’ Prayer-book, but in point of fact it came before 
Parliament with the endorsement of Convocation and of the 
National Church Assembly, a body formed in 1919 with 
the consent of Parliament. Only four bishops were against 
it out of 38; 253 of the clergy and 330 of the laity were for 
it and only 37 clergy and g2 laity against, As the full 
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membership of the Assembly is 40 bishops, 319 clergy 
and 352 laity, the proposals could certainly claim the over- 
whelming support of the Church in so far as it was repre- 
sented by this body. It received the approval too of 
about 80 per cent. of the members of the diocesan con- 
ferences throughout the country. Two of the great 
Nonconformist bodies, the Baptists and the United 
Methodists, officially advised that the proposals should 
be rejected, but the other four took no action and three - 
of their most conspicuous leaders were willing, according 
to the Archbishop of York even desirous, that they should 
pass. Why, then, was the deposited book thrown out ? 

To answer this question it is necessary to consider the 
character of the proposed changes, but first there are the 
doubts which have been raised in certain quarters as to the 
competence of Parliament to deal with such questions at 
all. It is contended that they are for theological experts 
and not for a political assembly and for that very reason 
the Enabling Act of 1919 was passed to constitute the 
National Church Assembly. The Joint Ecclesiastical 
Committee of Parliament itself was of opinion that Par- 
liament should not interfere in matters so clearly within 
the province of the National Church Assembly as the doc- 
trines and ceremonial of the Church, unless the proposed 
change of doctrine would materially alter the character 
of the national Church, as recognised by the Act of Settle- 
ment and the oath sworn by His Majesty at his coronation. 
In this case the evidence and the Archbishops’ opinion 
had convinced them that no change of constitutional 
importance was involved. 

The vast majority of the people of Great Britain and 
Northern Ireland are, however, instinctively jealous of 
any change that appears to threaten to compromise the 
Reformation settlement. They are inclined to be impa- 
tient of the niceties of theological exposition which satis- 
factorily prove to the learned that an innovation involves 
no change of doctrine and leads away from instead of in the 
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direction of Rome. The very fact that the demand for 
greater comprehensiveness has been forced on by the 
activities of the Anglo-Catholics has made them suspicious. 
Nor can interest in the matter be confined to Anglicans, 
for the Church of England, being established, is the official 
Church of the nation and stands for the formal recognition 
of religion by the State. Any action, therefore, which it 
takes is of interest toall. It is the duty of Nonconformists 
just as much as of anyone else to vote against any alterations 
in its rules which appear to them to be contrary to the 
highest interests of the nation. The Church must con- 
tinue to submit to the control so long as it remains estab- 
lished and enjoys the peculiar privileges of being so. 
The Archbishop of Canterbury himself said in the House 
of Lords: “ Every member of the House has, in my view, 
his absolute right to vote freely upon a matter of this kind 
and it would be impertinent on my part to suggest anything 
else.” 

We will now consider the changes which the deposited 
book embodies. Public attention has been concentrated 
upon those which are suspected of favouring Anglo- 
Catholics, but there are others which make a different 
appeal. A Free Church member of Parliament, who had 
served on the Ecclesiastical Committee, in the course of 
the debate, expressed his preference for the deposited book 
over the existing Prayer-book, notwithstanding the con- 
tentious passages. Permission is given in the new book 
to shorten services, to omit the Athanasian creed, also 
psalms of an imprecatory character and thé words which 
assume the withholding of grace from children who have 
not been baptised. As, however, none of these changes 
are contentious, not even—since the war—the sanction 
given to prayers for the dead, it is unnecessary to describe 
them in detail. 

Practices which are admittedly illegal under the Prayer- 
book of 1662 have long been introduced into the Church 
services. On the other hand, the enforcement of any discip- 
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linary measures against the incumbent responsible for these 
innovations has been well nigh impossible, not only because 
the rules are out of date and so much out of date that 
hardly any service now held in a church, no matter to what 
school of thought it belongs, is strictly legal ; but because 
they needlessly condemn much, which a great section of 
Church pecple, including many of her most devoted mem- 
bers, value. A Prayer-book designed to meet the social, 
political and economic conditions of the people of England 
in the seventeenth century cannot, it has been pointed out, 
be expected in all respects to meet those of the twentieth. 
The claim of its sponsors is, indeed, that the new Prayer- 
book, like the Balfour Report on inter-Imperial relations, 
merely sets a seal on what is already the tacitly recognised 
practice. Revision generally has, the bishops tell us, had 
two main objects: (1) to bring the Prayer-book into line 
with the changed circumstances of the times and (2) to 
provide a legal comprehensiveness for those whom the 
existing law needlessly places in the position of law 
breakers. 

This brings us to the contentious passages. No one 
minds the legalisation of any irregularities except those 
which are suspected of a Roman flavour. To omit an 
unintentional slip, which might have left an opening for 
some incumbent who wished to avoid acknowledging the 
supremacy of the King, the opposition has concentrated 
upon the part of the book which has to do with the sacra- 
ment. There are two proposed alterations. One affects the 
prayer of consecration and the other would legalise con- 
tinuous reservation of the sacrament. The former, which 
raises a very technical point, has attracted less criticism,* 
and we do not propose to discuss it here, except to point 
out that, in the opinion of some authorities, the tendency is 
away from, rather than in the direction of Rome, and it has 

“In Bishop Knox’s view the consecration prayer raises a more serious 


point than the question of reservation—1.¢., the effect of consecration on 
the bread and wine. (See The Times, February 2, 1928.) 
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not been welcomed by the Anglo-Catholics, certainly not 
by the extreme wing. 

The brunt of the storm has broken upon the rubrics 
which permit reservation. The object of the new pro- 
visions is, its sponsors have explained, to meet a practical 
difficulty. In large towns the demand on the part of the 
sick and disabled for the sacrament is already great, and it 
is increasing. Sometimes a single incumbent has as many 
as seven or eight cases of the kind in a single day, and going 
through the ceremony of communion so many times 
imposes a spiritual strain upon the incumbent, who himself 
partakes. If he happens to be an Anglo-Catholic, moreover, 
he will consider it obligatory to do so fasting. The reser- 
vation of the consecrated elements would obviate this 
difficulty. 

To turn now to the objections, if reservation were to be 
confined to the one purpose of administering the sacrament 
to the sick forthwith or even the same day, there would be 
little criticism; but many even of those who support 
the new Prayer-book see no reason for perpetual reserva- 
tion. It is the opportunities of adoration which reserva- 
tion carries with it that have aroused the opposition. 
It is obvious that, although services of adoration can be 
stopped, individuals who are so minded cannot be prevented 
by any regulations from adoring the consecrated elements 
if they are kept in a church. The Archbishop of Can- 
terbury was himself, he informed the Lords, at first 
against reservation being sanctioned even for the sick, 
for fear of superstition, the evidence, however, thoroughly 
satisfied him that it was both necessary and justified. 
The deposited book forbids it for any other purpose, and 
devotional services are prohibited. The Archbishop gave 
the House of Lords an emphatic assurance that, although 
the balance of emphasis may here and there be altered, 
in his deliberate judgment, nothing that they had sug- 
gested makes any change in the doctrinal position of the 


Church of England. 
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Reservation is not sanctioned by the present Prayer- 
book, but the reader must realise that it is practised at 
the present moment in a number* of churches, and has 
been going on for years, usually with the authority of 
the Bishop of the diocese. The difficulty of bringing to 
an end a practice which has been sanctioned by them- 
selves or their predecessors for the sake of sick com- 
municants is strongly felt by the bishops, who are afraid of 
driving men out of the Church who could ill be spared. 
The Church of England has ever, it is pointed out, 
included men who place the emphasis on its catholic, as 
well as those who place it on its protestant character. It 
is, and always has been, a comprehensive Church. The 
idea underlying the new proposals is to start afresh with 
“a body of rules enacted, not in 1662 but in 1927,” which 
would afford a reasonable basis for both sections. The 
consideration, indeed, that carried most weight with the 
bishops in framing their proposals was, it is clear, to secure 
peace in the Church at last. 


I would take (said the Archbishop of Canterbury) still larger 
ground by saying that the giving to us of this Book would mean the 
liberation of the Church from the great mass of those petty strifes 
which have troubled us up and down the country in the past, and 
would conduce to the Church’s firm progress towards doing better 
the work to which we long to give ourselves wholeheartedly and 
together both at home and overseas. 


Why, then, did the bishops’ arguments fail to convince 
the House of Commons? ‘The answer is the strength of 
the Protestant feeling and a deep-rooted dislike of what is 
called sacramentalism and priestcraft. The majority of the 
members of the House of Commons did not believe that 
the co-operation which the Archbishop expected would be 
secured, and they were sure that disobedience would still 


. * According to the Archbishop of Canterbury, the number of churches 
in which continuous reservation is practised is well under 700—i.¢., between 
44 and 5 per cent. out of the total number. 
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continue. The question to them was not so much how the 
new book could be expanded by moderate Churchmen, but 
“ how it could without absurdity and without exaggeration 
be used by those who are anxious for still further extremes 
in a Roman direction.” During the debate opponents of the 
measure concerned themselves less with the practices 
which it legalised than with those which it did not, but 
which had, nevertheless, become current within the 
Church. The present chaotic condition of the diocese of 
London, where a number of incumbents have been allowed 
to introduce services and uses which will not be legalised ; 
the declaration of the Bishop of London that the new 
book secures to the Anglo-Catholics all that they have 
been fighting for for forty years ; the statement signed by 
1,400 Anglo-Catholic priests (a number which, the Arch- 
bishop of York declared, had dwindled to 700 on a referen- 
dum) that they would not desist from their illegal practices ; 
a particular service of dedication recently celebrated by the 
Bishop of St. Albans, were advanced as reasons for voting 
against the new proposals. What guarantee is there, they 
asked, that the bishops will be able, or indeed in some cases 
willing, in future any more than in the past, to suppress 
these illegalities and others which may be introduced ? 
The way to deal with law breakers is not to alter the law in 
order to justify practices which are now forbidden, for that 
will only encourage them to continue in their courses, but 
to administer the law as it is. The House was impressed 
by the dilemma which Sir John Simon put to it. 


Either the promoters of this new Book (he said) are doing nothing 
very drastic, are touching no material point of doctrine, are really 
contenting themselves with securing more appropriate words for 
expressing the same thing ; or they are really assisting and facilitating 
a doctrinal change. It is one or the other. If it be the first, if it be 
a comparatively small thing, then what is the meaning of suggesting 
that, if we pass this Book, we are going to produce peace in the 
Church of England, and, if we do not, we are going to create more 
bitterness ? 
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The very acceptance of the new measure by Anglo- 
Catholics excited suspicion. 

It is unnecessary to dwell upon the other points on to 
which hostile criticism fastened : the omission, for instance, 
of the black rubric which prohibits the adoration of any 
corporeal presence at the end of the alternative form of 
communion service, and the power given to the Archbishops 
and Bishops to make “‘ such rules as are required or allowed 
to be made by them under any rubrick of the deposited 
book.” There was reluctance to leave any door open 
through which illegal services or practices might, even 
indirectly, be facilitated. ‘Then there was the question of 
further disciplinary power. Some of the critics would have 
approved of the new proposals if they had been accom- 
panied by others for the enforcement of discipline. As 
regards this question, the bishops’ view is that compulsion 
has been proved to be the least effective way of dealing with 
an obstinate conscience, and that order cannot be restored 


by mere rules. The Archbishop of York put it in this 


way :— 


The only way (he said) you can restore order where it is broken in 
any community is by restoring the sense of loyalty. Loyalty every- 
where is the basis of law. What we hope to do by this Book is to 
make an appeal to that sense of loyalty. 


The good spirit shown by the Anglo-Catholics during the 
negotiations over the new book had made a deep impression 
on both Archbishops, and there was unwillingness to spoil 
the prospect of voluntary co-operation by holding out 
threats. Encouraging assurances had, moreover, been 
received with regard to the majority of them. The 
Archbishop of Canterbury gave the House of Lords his 
word, however, that the bishops “intend the book to be 
obeyed and intend to use all their efforts to secure that it 
shall be obeyed.” It was also pointed out that the ques- 
tion of the ecclesiastical courts had been considered and 
proposals would in due course be brought before the House 
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of Lords. Disciplinary measures could always be con- 
sidered later if they proved necessary. 

Immediately after the rejection of the deposited book, 
the bishops met and resolved to reintroduce it “ with such 
changes, and such changes only, as may tend to remove 
misapprehensions and to make clearer and more explicit 
its intentions and limitations ”—the difficulty of modifying 
a compromise which had taken so many years to effect is 
obvious. On December 21 they issued a new and con- 
sidered Prayer-book. They omitted the authority which 
the previous measure gave them to make or rescind rules 
under the rubrics. The most important of these rules, 
which they had already published, governing the manner of 
the reservation of the sacrament, now appear as rubrics 
in the alternative service for the communion of the sick. 
They confined their own powers to interpreting these and 
to settling any doubts or diversities that may arise. The 
black rubric is now inserted at the end of the alternative 
communion service and the prayer for the King is made 
obligatory. It was also provided that the consecrated 
elements may, at the bishop’s discretion, be reserved not 
only in a specified part of the church, but also “ if need be ” 
in the wall of the vestry. The amendments are, however, 
admittedly small. The deposited book remains, in substance, 
what it was before. 

However that may be, the amendments at once aroused 
criticism in both camps. They were assailed on the 
one hand by the Bishop of Birmingham and by the 
Churchmen’s Union, of which the Dean of St. Paul’s is 
president, as inadequate, on the grounds, among others, 
that they do not exclude reservation of the sacrament from 
places where worship continuously takes place; that they 
do not prohibit the indication of the place by a lamp or 
otherwise, or the putting up of a notice that a church is 
one in which “the blessed sacrament is reserved,” and 
that they do not affirm that non-fasting communion is not 
asin. On the other hand, there were strong Anglo-Catholic 

358 





The Prayer Book 


objections to the provision that the consecrated elements 
may be reserved in the vestry. Sir H. Slesser pointed 
out that the Anglo-Catholics (who have no wish to conceal 
anything) are not content with reservation for the sick. 
He claimed the right to treat the sacrament with due 
veneration and adoration. 

A general approval has now been given to these amend- 
ments by the three Houses of the Church Assembly. 
The voting this time was as follows :— 

For. Against. Majority. 
Bishops es - co See 5 30 
Clergy .. ds me oad eee 35 212 
Laity: 5. is ¥4 .. 196 86 110 

We need not concern ourselves here with the various 
proposals for amendment subsequently made at the 
revision stage in the Houses of Clergy and Laity, except to 
say that one of them would meet the Anglo-Catholic 
objection by removing the words about reservation in the 
vestry, and another would make it clear that fasting before 
communion was optional, and the bishops are asked to 
reconsider a part of the prayer of consecration. The 
deposited book, when revised, will be presented to Convoca- 
tion, and is expected to be resubmitted in its final form 
to Parliament about Whitsuntide. It is no part of a 
bare narrative such as this to speculate upon the prospects 
of it meeting with better success the next time it comes 
before the House of Commons. One event may stand in 
its way. The conversations which took place at Malines 
with the late Cardinal Mercier on the question of reunion 
with the approval of the Archbishop of Canterbury, have 
now been published, and the attitude taken up by the 
Anglican representatives is considered unlikely to have a 
reassuring effect upon Protestant suspicions. 

Suppose, then, that the deposited book is rejected a 
second time. What then? ‘The Archbishops have given 
us their answer to this question. ‘‘ We should,” said the 
Archbishop of York when the measure came before the 
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House of Lords, “ be then back to the existing situation, 
which is admittedly bad. It would be aggravated because 
what are we to do with all the permissions which have 
already been granted and which are now to be legalised by 
this measure?” Could bishops forbid practices which 
they had themselves proposed to legalise, and which Parlia- 
ment had refused to legalise? According to the Arch- 
bishop, we should in that event see a direct and definite 
challenge of Parliament. The question of religion would 
thus once more be brought into politics. 

This, in its turn, brings up the issue of disestablishment 
and the effect which disestablishment under existing circum- 
stances would have both upon the Church of England and 
the country. These are, however, questions of too far- 
reaching a character to be discussed in this article. 


II. Potiticat anp Economic 


XCEPT for the Prayer-book controversy, which has 


not followed party lines, little has happened on the 
political side since our December number appeared. Its 
estimate of the position of the Government still seems to 
hold. After the by-elections at Faversham and West Bristol 
Mr. Baldwin had every reason to feel relief that, after three 
years of office and criticism from friends as well as foes, he 
had not lost more ground. Labour, it is true, had won 
Northampton, but if the votes polled by Mr. Hailwood, 
the independent candidate, had been given to the official 
candidate, he would have carried the seat, and Northampton 
is a thoroughly radical town. At Faversham, too, where a 
Conservative was again returned, although he polled 
1,435 fewer votes than his predecessor, the 1,090 which 
went to Mr. Hailwood must again be set against the lost 
votes. People even began to predict that if they won 
West Bristol and Lancaster, the Government would go to 
he country, in the hope of catching the Labour party 
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out of pocket and the Liberals, who had fared badly, out 
of heart. Then came West Bristol, and a Conservative 
was again returned. But “no change” on the political 
barometer is not necessarily the same thing as “set 
fair,” and there was another side to the picture. At West 
Bristol, for instance, as at Brixton, Westbury, Southend 
and Canterbury, fewer Conservative votes were polled 
than in 1924. Whatever may be said about the figures, 
moreover, Northampton was a win for Labour, and 
although it did not capture Faversham or West Bristol, 
it added votes to its poll. ‘The agricultural classes, too, 
have been getting restive. There has been talk of sup- 
poiting independent agricultural candidates at the next 
general election. The Chancellor of the Exchequer did not 
wait for Lancaster. He told us on February 3 that there 
will be no general election this year. The “ flappers ” are 
first to receive their votes, and the promised credits to be 
provided for agriculture. 

But the surprise of the quarter was still to come. At 
Lancaster, which three years ago returned a Conservative 
with a majority of 4,158, the Liberal candidate won the 
by-election on February 9 by 1,829 votes. It is easy, no 
doubt, to exaggerate the importance of a single by-election. 
The Liberals have yet to show that Lancaster is anything 
more than just another “up ” in the ups and downs that 
have marked their recent fortunes, and if Labour’s progress 
has been relatively steady, it has also been comparatively 
slow. Both parties, moreover, are weakened by internal 
differences. Their opponents would scoff to-day at the 
idea of either being able singly to challenge the Govern- 
ment successfully, and the prospect of their combining is 
at least as distant as Birnam Wood was once from Dun- 
sinane. One lesson, at all events, can be learnt from 
Lancaster. It is one thing to be loved for one’s own sake 
and quite another to depend upon the unattractiveness 
of one’s rivals. Such a prop is apt to let one down. The 
Conservatives cannot afford to take things easily. 
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As regards the immediate future, the programme for the 
session only contains two important measures—the franchise 
Bill and the Bill for agricultural credits. There is nothing 
in it about the House of Lords, or social legislation. In the 
matter of industrial depression Mr. Churchill is for bringing 
relief through the rates rather than by reducing taxation, 
in which, the Liberals say, he is taking a leaf out of their 
book. ‘They have just produced one of 500 pages on industry, 
which lack of space prevents us from dealing with in this 
sketch of current events. This brings us to the economic 
side. 

Here the quarter has not lacked interest, but there 
is at present little fresh to report. The industrial dis- 
putes to which reference was made in our last issue have 
not yet come to a head. The Mond Conference has 
survived infantile disorders. A pamphlet issued by the 
employers in the engineering industry strongly emphasising 
the policy that each concern should settle its own troubles, 
came as a damper, and Mr. Cook tried to nip the movement 
in the bud. He insisted that the Mond team had no 
brief to speak for employers generally, and that the T.U.C. 
Committee was without an opposite number. But 
Labour knows the standing of Sir Alfred Mond and his 
friends. They are said to represent £1,000,000,000 of 
capital between them, and their names speak for themselves. 
The discussions will continue. At the moment, however, 
there is nothing more to say. Sir Alfred Mond himself is 
away on atour in the Middle East. The better spirit in 
industry for which Mr. Ben Turner appealed is beyond 
dispute. 

The disputes, it is true, go on. In the cotton industry 
the men were not unnaturally unwilling to discuss hours 
and wages with the spinners and the manufacturers unless 
all other means of effecting economies were first gone 
into, and the spinners in the American section—the 
Egyptian section and the manufacturers were against a 
breach—gave a month’s notice to terminate the wages and 
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hours agreements. But at the instance of the spinners 
themselves the conversations are now being resumed. 
Public sympathy has leaned towards the side of the men. 
People see little use, after the experience of the coal trade, 
in lengthening hours. They know that foreign competition 
is the main difficulty here too. The East, which used to be 
only a customer, has since the war begun to manufacture 
as well. The trouble in cotton is the number of different 
interests concerned with the various processes. Spinning is 
only one of them. This makes combination—difficult 
enough in any case with such individualistic people—ten 
times as hard to bring about. The Yarn Association has 
made another fruitless attempt at an agreement for the 
control of production. An advance summary—their report 
is not yet out—has, however, just been issued by the Joint 
Committee of Cotton Trade Organisations, which started 
its investigations about a year ago, at the instance of the 
Manchester Chamber of Commerce. The Committee does 
not deal with the question of wages or hours, but it 
emphasises the need of closer co-operation between manu- 
facturers, finishers and weavers, and suggests the appoint- 
ment of special sub-committees to deal with the different 
points. This may give the impulse that is wanted, but 
at the moment we must leave the question at that. 

There are other troubles. The engineering trade unions 
have decided to ask for 8s. a week, and for a corresponding, 
increase in piece-work prices. Time rates, which average 
about 49 per cent. higher than in 1914 for skilled men as 
against 82 per cent. increase in the case of engineering 
labourers, are well below the advance in the cost of living, 
though hours are shorter than before the war, and the 
piece workers, from a third to a half of the total number, 
come off better than the time workers. ‘The effect of the 
increase would be to raise the weekly ton rate of the skilled 
man to amounts varying from 67.6 per cent. to 73 per cent. 
above the 1914 level; the weekly time rate of labourers 


would be raised to 117.5 per cent. The ship-building 
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unions, whose rates compare unfavourably with those in 
the sheltered trades, are also demanding an increase 
of 10s. a week. The two disputes affect the wages of 
about 1,000,000 workers. Things are no doubt better 
in ship-building than last year but it was helped by 
the arrears after the coal strike and it remains to be seen 
whether the improvement will be maintained in normal 
seasons. Prices have on the whole not yet reached an 
economic level. There are fewer fresh orders than one 
would wish—not enough to fill the shipyards—and there 
is still more than 20 per cent. of unemployment in the 
industry. ‘The engineering position varies with the locality 
and the kind of work. Unemployment ranged from 4.2 
per cent. in electrical business, to 11.7 per cent. in marine 
engineering, and from 4.3 per cent. in the south-eastern 
district, to over 12 per cent. in the north. 

There is, unfortunately, no improvement in the coal 
industry upon which our chief industries depend. A 
statistical summary issued by the Mines Department last 
January showed losses in every district for the quarter 
up to the end of September. To make things worse, Italy, 
which used to take 9,600,000 tons from us before the war, 
a figure which had already dropped to 7,000,000 in 1927, 
though she now uses far more coal, is constantly calling 
for larger deliveries of German reparations coal. She is 
at present getting 420,000 tons a month. There has, 
however, been progress in organisation. The new South 
Wales Coal Marketing Association, referred to in our 
last number, began operations on January 1. The Asso- 
ciation is based on two principles: ‘The first is a con- 
tribution to a pool of 3d. a ton on output from each 
colliery, to be used to compensate coll:eries which lose 
trade by not accepting uneconomic prices for their coal. 
The second divides the collieries into groups according 
to the description and grading of their coals, and sets 
up a committee in each group to stabilise prices. It 
does not, however, provide for any restriction of output. 
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owners have now produced a similar scheme to prevent 
the undercutting of prices, based on the creation of a pool, 
fed by a levy of 3d. a ton on all coal raised, which will be 
used to subsidise exports in order to relieve the home 
market of its congestion. But, unlike the South Wales 
scheme, this one also provides for the control of output. 
The proposals have had a lukewarm reception from the 
Yorkshire miners. They say that the scheme would be 
used against other districts where the miners would suffer. 

The effect of the coal strike failure on the position of 
trade unionism, can be judged by the figures recently 
issued by the Registrar General of Friendly Societies. 
Membership had declined from 7,000,000 in 1920 to 
4,146,000 at the end of 1926, and the funds from {12,750,000 
to £8,650,000. 

The bankers have just delivered their usual review of the 
economic position. It may be said that it is their métier 
to be hopeful, but this time they do not, at all events, speak 
alone. The Federation of British Industries, for instance, 
supports their attitude. And there are undoubtedly 
brighter patches: The favourable balance of £96,000,000, 
which the estimate just issued by the Board of Trade for 
1927 shows, takes into account “invisible exports,” and 
is little more than half of what it was before the war. But 
to leave out of account the disastrous year of the coal strike, 
1926, when there was actually an adverse balance of trade 
of £7,000,000, the figure would represent a distinct advance 
on the year 1925 when there was a balance on the right 
side of only £54,000,000. A number of new industries 
have also sprung up in the south and the midlands since 
the war, and there is a certain improvement in ship 
building. But with agriculture, cotton and other great 
industries, especially coal upon which our export trade 
depends still in difficulties, and over a million unemployed, 


it is difficult to look upon the future as yet in any sense 
assured. 
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I. Powiricay 


HE most notable event of the last quarter has been 

the successful flotation of the second National Loan, 
or rather the first portion thereof. The total loan is to 
be £15,000,000, and of this {7,089,175 was issued in 
December. It isa five per cent. stock redeemable in 1950-60, 
and the price of issue is 97 per cent. {4,006,925 was 
issued in Ireland and the balance representing fifteen 
million dollars in New York. Free State holdings may be 
converted into American bonds. The loan was over- 
subscribed on the day of issue in New York and a few 
days afterwards in Dublin. The decision not to issue the 
whole loan at once was obviously wise because it is not all 
wanted at present and after four years’ agricultural de; res- 
sion money here is scarce. Nor in his present precarious 
position can Mr. Cosgrave desire to fill the national 
treasury for the possible advantage of a Republican admin- 
istration in the near future. The secret of the American 
flotation was well kept and its success of good omen. It 
is justified because it renews and strengthens our old 
and friendly relations with the United States on the basis 
of business instead of begging, and because the arrangement 
by which the pounds lent are convertible at a fixed rate 
into dollars effectively removes any anxiety as to the future 
of our currency. In addition it will help to anchor Irish- 
American sentiment to a constructive outlook in Irish 
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affairs. It was indeed high time that Mr. Cosgrave’s 
administration turned their attention to America and 
capitalised not only the dollars but the goodwill which was 
to be had for the asking. Up to the present they have left 
this fertile field almost entirely to their adversaries. 
Without American dollars Mr. de Valera could never 
have fought the last two elections, as, indeed, he has pub- 
licly admitted. Mr. Cosgrave’s visit to the United States, 
although entirely non-political, is another move in the 
right direction. It is a timely and very proper acknowledg- 
ment of our deep debt of gratitude to the American people, 
and his presence and personality have done much to advertise 
the present position and future prospects of the Free 
State. It is to be hoped that it has brought home to Irish 
Americans that the time for their interference in Irish 
politics is gone never to return, and that the time for their 
assistance in our economic development on a business basis 
has arrived. 

Mr. de Valera is also in America on one of his 
periodical begging missions. On this occasion he is seeking 
to raise funds for the starting of a Republican daily 
paper. The attitude of his party to the new National 
Loan was strangely inconsistent. His own contribution 
was a petulant complaint that the Dail was not allowed to 
discuss the terms of the loan before flotation. Amongst his 
followers divided opinions were apparent: Mr. S. French, 
Deputy for and Lord Mayor of Cork, publicly supported 
the investment in the loan of Cork Harbour Board funds, 
whilst his colleague Mr. P. J. Ruttledge, T.D., in a speech 
‘at Ballina, stated that the wealth of the country was in 
the hands of England’s faithful garrison who subscribed 
heavily to the loan in order to maintain the tradition of 
keeping Ireland subservient to England. Mr. Ruttledge 
is supposed to be one of Fianna Fail’s leading statesmen. 
His statement is typical of the backwoods mentality 
which he represents. His leader Mr. de Valera, too, 
at the Fianna Fail Ard Fheis, or party convention, in 
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November, repeated his usual stereotyped statements 
that his party aimed at securing the complete freedom 
of Ireland under a republican form of government, 
that the Constitution was imposed from abroad, that 
Irish industries should be protected, and that Ireland 
must be not merely free but Gaelic as well. His only 
new suggestions were that his party would use the power 
of initiative given by the Constitution to remove the oath, 
that drink was at the bottom of the Treaty and a fresh 
temperance campaign was necessary, and that the Senate 
should be abolished and the Dail reduced in numbers. 
Under Article 48 of the Constitution in case the Oireachtas 
fails to make provision within two years for the initiation 
by the people of proposals for laws or constitutional 
amendments it shall, on the petition of not less than seventy- 
five thousand voters on the register, either make such pro- 
visions or submit the question to the people for decision 
in a referendum. Acting under this article Fianna Fail 
has now secured the necessary 75,000 signatures to a 
petition requesting that provision be made for the initiation 
by the people of proposals for laws and in particular for 
the deletion of Article 17 which contains the famous 
oath now taken by members of the Oireachtas and the 
substitution for the same of a new article providing that 
elected members of the Oireachtas shall become members 
on publicly signing the roll. This is only the first step, 
but it raises questions of serious importance. The Govern- 
ment introduced a Bill in the last Dail to abolish the 
initiative and they must now either re-introduce this Bill 
or submit the question to a referendum. Either course 
will involve grave risks, because the Bill may be difficult 
to pass and a referendum create fresh political disturbance 
without a decisive result, as so many voters are indifferent 
when principles rather than personalities are at stake. 
It is, however, difficult to understand on what line of 
argument Mr. de Valera can demand the abolition of an 
oath which he has sworn twice and describes as an empty 
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formula. Either it is of no importance or he should never 
have sworn it. In any event if he succeeds in removing it 
he will have nothing left to live for. All this pother comes 
of allowing our Constitution to be drafted by a committee 
of doctrinaire lawyers and professors who seem to have 
searched the world for all the latest democratic stunts 
quite regardless of whether they were suitable to the 
peculiar genius and conditions of our people. For over a 
hundred years our politics have been entirely abnormal 
and seldom concerned with constructive affairs, and we are 
neither used nor trained to decide questions of political 
principle by methods which are not always effective even 
in communities whose political education is more advanced 
than ours. The initiative is in theory supposed to increase 
electoral responsibility and curb the power of political 
organizations. Mr. de Valera proposes to use it for an 
exactly opposite purpose, hoping that his political machine 
will be victorious over the apathy of the electorate. The 
last thing he cares about is the merits of the initiative 
itself as a part of our political machinery, but he has 
undoubtedly scored politically in its present application. 

Another important constitutional question which must 
come up for solution during the coming year will be the 
method of electing the Senate. The defects of the existing 
method were clearly proved in the first triennial election 
which was held in October 1925, the chief being that the 
whole of the Free State was treated as one constituency, 
and that the electors were called upon to decide upon the 
merits of nearly eighty candidates, a large proportion of 
whom were quite unknown to them. The result was that 
no candidate, no matter how distinguished, had any chance 
of election on his merits, and could only succeed if he 
had some organized interest at his back. For instance, two 
unknown Dublin publicans were elected because they 
represented the protest of the liquor trade against the 
temperance policy of Mr. O’Higgins, whilst distinguished 
men like Dr. Douglas Hyde and Mr. S. L. Brown, K.C., 
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were almost at the bottom of the poll. Another election is 
due in the autumn of this year when some of the best 
Senators retire on the completion of their term of office, 
and if the same result is to be avoided some new method 
of election must be devised. This necessity has long been 
recognized and the private committee which the Govern- 
ment set up over a year and a half ago to consider the 
revision of the Constitution is believed to have reported 
on this amongst other questions. The Government are 
about to introduce a Bill and it is possible that a joint 
committee of both Houses will be set up to agree on a 
solution. There is indeed a general consensus of opinion 
amongst those who have seriously considered the matter 
that the Senate should not be elected by the ordinary 
voter. The Constitution rightly requires that it shall be 
composed of citizens who have done honour to the nation 
by means of useful public service, or who represent important 
aspects of the nation’s life. The principle of triennial 
election for a twelve year period of office ought to be 
preserved, likewise the method of election by the Senate 
itself to fill casual vacancies. For the triennial election it is 
suggested that a panel of candidates should be formed 
consisting of all retiring Senators who desire to seek 
re-election and, say, thirty-five other candidates nominated 
to the panel by representative vocational bodies and insti- 
tutions, such as the Benchers of the King’s Inns, the Royal 
College of Surgeons, the Trades Union Congress, the 
Incorporated Law Society, the Institute of Civil Engineers, 
the Irish Farmers’ Union, the united chambers of commerce, 
the universities, and similar bodies. This list is merely 
suggestive. These nominated candidates should then be 
submitted to a Joint Committee of the Oireachtas with 
power by a majority to strike out any candidate who did 
not fulfil the requirements of the Constitution. The com- 
plete panel should then be voted on by both Houses of the 
Oireachtas sitting and voting together as a unit in a secret 
ballot conducted according to the principles of propor- 
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tional representation. The advantages of some such 
method of election over the present system need hardly 
be emphasized. The cost would be negligible and since the 
panel would be almost certain to be a good one, the 
Senators elected from it would adequately represent the 
type of citizen contemplated by the Constitution. It will 
be recollected that some years ago the Cumann nan Gaed- 
heal party took the high-minded and courageous decision, 
recently re-afirmed, not to fight local elections, on the 
ground that politics should not enter into local affairs, 
Is it too much to hope that all parties could by agreement 
take a similar decision in regard to the elections to the 
Senate, and so secure an impartial second chamber 
composed of our elder statesmen and distinguished citizens, 
who should have power not only of criticism and delay as at 
present, but the right to enforce a limited veto by 
compelling a joint vote of the two Houses on any measure 
it had rejected ? 

The Dail adjourned at the end of November and will 
not meet again till February 15. Before it rose the 
Government had suffered its first defeat on a motion by 
Captain Redmond for the appointment of a commission 
to inquire into the grievances of ex-British servicemen 
against the British and Free State Governments. That such 
grievances undoubtedly exist did not lessen the incongruous 
spectacle of Fianna Fail marching into the division lobbies 
behind the gallant captain. Politics make strange bed- 
fellows. A motion by the Labour party for the increase 
of old age pensions, which has been postponed till after 
the adjournment, suggests fresh breakers ahead, but it is 
clear from various acrimonious exchanges in the Dail 
that there is no love lost between Labour and Fianna Fail 
Mr. de Valera has already made several tactical mistakes. 
The Public Safety Act, passed after the murder of Kevin 
O’Higgins, has been a source of embarrassment to the 
Government, because it is constantly cited as an example 
of their tyrannical tendencies. Mr. Cosgrave therefore 
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seized with alacrity the introduction by Mr. de Valera 
of a Bill for its repeal to agree immediately that its operation 
should terminate next year. Mr. de Valera also refused 
with a bad grace to accept the chairmanship of the im- 
portant Committee of Public Accounts formerly held by 
Mr. Johnson, the leader of the Labour party in the old 
Dail. The speeches of his lieutenants are still full of 
bitterness. They preach a policy of complete economic 
separation from England as a panacea for all our ills, and 
thus make a bid for support from economic discontent and 
the old separatist spirit. But they have not thought out 
their policy to its logical conclusion and the Government 
has more than held its ownin debate. This was particularly 
noticeable in the protracted debate on unemployment. 
Mr. Hogan, the Minister for Agriculture, aptly said that 
all this talk about protection and the ruralization of industry 
is due to a vague idea that we are a chosen people, and 
must be sheltered from the world and that we have not 
the courage or energy or brains to go out and take our place 
with the other Philistines. Mr. Hugo Flinn, who is the 
bright particular star of Republican economic thought, 
enunciated the profound conclusion that as we had only 
one market our purchasers were in a position to compel 
us to keep producing for that market at the bare cost of 
production added to that of bare subsistence, but Mr. 
Hogan pointed out that in fact our cattle commanded a 
better price than Canadian cattle in the English market 
for the good reason that they were better value, and that 
Mr. Flinn’s magnificent generality was nonsense. At the 
end of the debate, which seemed to range over every aspect 
of our economic position, the Government agreed to set 
up a small commission to inquire into what immediate 
steps could be taken to relieve unemployment on a limited 
scale. ‘This commission, which is presided over by Mr. 
Vincent Rice, K.C., has already made some recommenda- 
tions on minor questions. But no panacea can be evolved 
for dealing with this serious problem, nor can anything 
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useful be achieved unless we recognize that our own ignor- 
ance and lack of confidence lie at the root of our economic 
troubles. ‘Tariffs are no substitute for technical skill and 
efficiency. 

It is difficult to foretell what will happen when the Dail 
re-assembles. Mr. Cosgrave has clearly no desire to remain 
in office as a kind of political prisoner and would welcome 
any reasonable excuse for making Mr. de Valera practise 
what he preaches. On the other hand, no party wants 
another election this year because the war chests are empty 
and the result uncertain. It is difficult to see how any 
other permanent Government could be formed in the present 
Dail. Fianna Fail are rapidly settling down to the hum- 
drum events of parliamentary life and trying to understand 
the machinery of government, but it is difficult to descend 
from the clouds of abstract eloquence about oaths to the 
solid earth of currency and creameries. Mr. de Valera’s 
potential Government, when it materializes, will have 
far more to fear from the extreme wing of its own party 
and Miss MacSwiney’s followers than any other source, 
because knowing his weakness they will undoubtedly 
seek to force his hand. There lies the real danger, and 
it is one which it would be foolish to minimise. 

The Governor-General, Mr. T. M. Healy, K.C., has just 
retired at the end of his five years’ term of office. It 
cannot be denied that the appointment of Mr. Healy 
was a stroke of genius. It dissolved at once the covert 
suggestion that the Viceregal Lodge would be made a 
hotbed of snobbery and English intrigue where once 
virtuous Ministers would be corrupted and influenced. 
Instead of a great nobleman with a royal court we were 
given “an old man of the people,” as Kevin O’Higgins 
described him, living in democratic simplicity. It is true 
that there were many who, remembering the days when 
Mr. Healy earned the title of “ Tiger Tim,” wondered how 
long he would be able to bear the yoke of silence and the 
demands of ceremonial speeches where there was little 
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outlet for a wit not only caustic but sometimes savage. 
But Mr. Healy rose loyally to the occasion, and if the 
viceregal volcano rumbled audibly on a few occasions, it 
never really erupted. But the old Tim Healy is not really 
dead, as may be noted by his last official utterance, in 
which he reminded us that we had heard talk about “ our 
foreign king,” but he was a gentleman, and we knew his 
pedigree. “I wish we knew,” added Mr. Healy, “as 
much about those who talk about his ‘ interference’ in 
Irish affairs.” This is the true Healy touch which made 
him the terror of bis adversaries. His statement that the 
English during his years of office had never interfered in 
any Irish matter was both characteristic and valuable. 
He has now left the Viceregal Lodge, as Mr. Cosgrave said, 
for a well-earned rest with the affection and admiration 
of everyone in Ireland and elsewhere who has the pleasure 
of knowing him. 4d multos annos! His successor, Mr. 
James MacNeill, a brother of Professor John MacNeill, 
the distinguished Irish scholar and former Education 
Minister, is also an excellent selection. Formerly an 
Indian civil servant of high rank, he has discharged his 
duties as High Commissioner of the Free State in Great 
Britain with tact and ability during a very difficult period, 
and his long administrative training will enable him to 
carry out the purely ceremonial duties of his new office 
without an effort. He has never taken an active part in 
the Sturm und Drang of Irish politics and so will not suffer 
from any of Mr. Healy’s disabilities or temptations. The 
position of Governor-General is undoubtedly difficult 
because it is still the subject of political controversy and 
the Republicans are bound to ignore him in every way. 
This makes it almost impossible to re-construct the broken 
social life of Dublin on a national rather than a party basis. 
But Mr. MacNeill will certainly not fail for want of tact 
or ability. 
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II. Economic anp GENERAL 


NPEAKING at Waterford on December 28, Mr. P. 
Hogan, Minister for Agriculture, explained to a farmers’ 
congress the development of his agricultural policy. Mr. 
Hogan is one of the ablest and most lucid members of our 
present Government. He knows where he is going and 
how to get there. The Dairy Produce Act, which was 
passed at his instance in 1924, consists of five parts. Parts 
one and five, dealing respectively with efficient creameries 
and clean milk, were put into operation in 1925. Part 
three, providing conditions for the registration of creameries 
and exporters’ premises, was put into operation in the 
autumn of 1925. Part two, providing that butter can 
only be exported from registered premises and laying down 
conditions in regard to packing and export, was put into 
operation in the spring of 1927 ; and part four, which deals 
with the national trade mark, will be put into operation in 
the autumn of this year. The results of the Act up to date 
are that clean milk is being delivered to first-class creameries 
that are making first-class butter. The cost of administer- 
ing the Act is only £17,000—a small price to pay for the 
saving of a trade worth at the present almost {5,000,000 
a year and capable of immense development. Since 1925 
our butter and cream exports have increased by {1,500,000 
and at the same time we have reduced our winter imports 
of butter from {£687,000 to £333,000. Very wisely Mr. 
Hogan refused to permit the introduction of the national 
mark on Irish butter until its quality was definitely high. 
No creamery will be allowed to use the national brand 
until its organization and output are consistently up to a first- 
class standard, as tested by exhaustive examination and 
inspection over a long period. Already Mr. Hogan states 
that seventy per cent. of the Irish creameries would qualify, 
so much have things improved since the Act was passed, 
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and nothing will be left undone to raise the remainder to 
the same standard. As a corollary to this policy a faculty 
of dairy science has been established at University College, 
Cork, and here the creamery managers of the future are 
being scientifically trained. This year Mr. Hogan hopes 
to pass an Act which will be the completion of his policy. 
It will attack the faults of the present co-operative system 
whereby a few farmers have to bear the burden of responsi- 
bility. In future all who deal with the co-operative cream- 
eries will have to share the risks as well as the gains. His 
live stock policy is to increase the number and improve the 
quality of dairy shorthorns in order that we may produce 
both beef and milk of the best quality. Since 1922 the 
number of cow testing associations has increased by nearly 
one hundred per cent. and already the output of milk per 
cow has improved immensely. By means of the Live Stock 
Breeding Act inferior beasts are being eliminated, and 
within three or four more years the live stock of the Free 
State will be regenerated. There seems no reason why 
our dairy export should not be doubled in five years if this 
policy continues and the farmers can arrange to market 
their butter through a single national organization. It is 
both practical and scientific and an object lesson in self- 
help and intelligent development. 

The report of the tribunal on prices raises economic ques- 
tions of another order. Inthe Free State there are practically 
no co-operative shops and very few multiple stores, retail 
prices are too high and the number of small retail shops exces- 
sive. The tribunal was set up to inquire into these problems 
In an interesting and exhaustive report it finds that this 
multiplicity of shops does not create competition or tend 
to reduce prices, but has, in fact, the contrary effect. 
Prices are fixed at levels which enable the least efficient 
shop to live, and it is allowed to live to the advantage of 
the more efficient shops in the same trade, and at the 
expense of the consuming public. Someone has cynically 
said that we are not only a nation of shopkeepers but the 
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worst shopkeepers in the world. The difficulty is that if 
the small shopkeeper in Ireland goes out of business he has 
nowhere else to go. The tribunal recommends the estab- 
lishment of a permanent prices board whose duty it would 
be to study current and future problems of the supplies 
and prices of articles of general consumption, and to issue 
periodical reports, and who should have power to demand 
detailed information from individual traders. The tribunal 
had not, however, the courage of its convictions, for it 
refuses to recommend the licensing of shops. This course 
is, nevertheless, recommended by one of its members, 
Professor Joseph Johnston, of Trinity College, in an inter- 
esting addendum to the report. He believes that an 
annual licence fee of £5 would obliterate the inefficient 
small shopkeeper and yield a substantial return by way of 
taxation. He also pleads strongly for the establishment 
of a national economic council to co-ordinate and complete 
our national economic policy. He points out that although 
we have many economic policies we are still without a 
conscious and complete economic policy, because we have 
not yet created an institution which is capable of develop- 
ing one. Expert officials see things through their depart- 
mental searchlight which obscures what it does not reveal. 
The function of a national economic council would be to 
throw a diffused light over the margins of questions which 
are for the time being in the full glare of departmental 
examination, and to co-ordinate the manipulation, so to 
speak, of departmental searchlights. The proposal for the 
establishment of such a council is essentially a proposal 
for organised co-operation and team work between the 
expert officials of the Ministries and the various adminis- 
trative agencies of economic policies. A council of this 
kind could also undertake the examination by sub-com- 
mittees of all those questions that now require the setting 
up of special commissions. Altogether Professor John- 
ston’s suggestion seems well worthy of careful considera- 
tion; and he points out that a similar council has existed 
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in France since 1925. The complexity of modern life and 
government makes some such co-ordinating body almost 
essential. 

The results of the first year’s working of the Carlow beet 
sugar factory are decidedly encouraging. While a mini- 
mum of 5,000 acres of beet was originally stipulated, the 
area actually sown under contract last year was 9,423 acres, 
distributed over eleven counties. The total yield was 
85,588 tons, representing an average of over nine tons per 
acre. The amount paid by the company to growers of 
beet was £255,000, and sugar content averaged 17°3 per 
cent., a figure excelled only by Czechoslovakia. Although 
the company did not succeed in selling the whole of the 
pulp in this country, beet growers and other farmers 
showed commendable enterprise in experimenting with 
the factory’s by-products. During the limited operating 
season nearly 800 men were employed for a period of about 
one hundred days. After the close of the season more 
than two hundred men continued to be employed on the 
cleaning and repairing of the machinery. The sum paid 
by the company in wages and salaries was £100,000, whilst 
the outlay on material bought in Ireland was £30,000. 
The prospects for the coming season are good. Over 
15,000 acres have been contracted for by nearly 6,500 
farmers. If the same yield and sugar content are obtained 
a crop of nearly 125,000 tons of beet may be expected, 
which will mean an output of about 18,000 tons of sugar, 
or about one-sixth of the total sugar requirements of the 
company. A French company is considering the establish- 
ment of another factory in County Cork. 

In the current issue of Studies, the well-known Irish 
Catholic quarterly, Father Devane, S.J., pleads not only 
for the absolute exclusion of evil literature, but also fora tariff 
on al: other imported literature, excepting only scientific, 
professional, technical, trade, literary and art journals. In 
support of his demand he cites the Canadian tariff of twenty- 
five per cent. on American fiction magazines, and asserts 
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that we are in the stranglehold of an alien press. There 
can be no doubt that the circulation of English newspapers 
has increased enormously in Ireland during recent years, 
and our own daily papers have been reduced from seven to 
three. But this is largely their own fault, and the English 
papers have succeeded in securing an Irish circulation 
because they are better edited and better produced. But 
why stop at papers? It is not merely a question of Angli- 
cization but of Los Angelesization. The American film is 
asserting a far more demoralizing influence than the 
English newspaper, which is at the worst inane. But to 
suggest the setting up of a general censorship of culture is 
absurd. The function of the law is not to make people 
good but to preserve public decency and order. This can 
be done under the existing laws. A tariff on imported 
literature is only begging the question and it cannot 
prevent any foreign newspaper printing an edition in 
Ireland if the circulation is worth while. But it is just the 
kind of suggestion which would commend itself to Fianna 
Fail, whose new daily paper will require hothouse treat- 
ment if it isto live. We may therefore see a tariff on foreign 
thought in the near future. It remains to be seen whether 
the long-suffering man in the street will submit patiently 
to this new project for his betterment. It would be more 
honest totally to prohibit the importation of all foreign 
literature, but even then, terrible thought, we could listen 
in to Daventry. 


The Irish Free State, 
February 1928. 





CANADA 


I. Tue INTERNATIONAL Contacts oF CANADA 


HE most notable political development of the past 

six months has been the steady increase in the inter- 
national contacts of Canada. It is now nearly a whole 
year since the establishment of the Canadian Legation at 
Washington became an accomplished fact and through it 
and the reciprocal Legation which the Government of the 
United States has established in Ottawa, an efficient channel 
of diplomatic intercourse between the Governments of 
Canada and the United States is now in full working order. 
The Government of France is evidently impressed with 
the benefits which would accrue from following the example 
of the United States, for negotiations which were begun 
by Senator Dandurand during his last visit to Europe have 
culminated in definite arrangements, now ratified by both 
Governments, for a French Legation at Ottawa and a 
Canadian Legation in Paris to come shortly into existence. 
Neither Government has announced the name of the 
Minister whom it will appoint, but it is taken for granted 
that Baron de Vitrolles, who is at present stationed in 
Montreal as Consul-General for France, will be elevated 
to the rank of Minister and transferred toOttawa. Rumour 
credits the King Government with the intention of en- 
trusting the Canadian Legation in Paris to the Hon. 
Philippe Roy, who is now stationed there with the rank of 
Commissioner-General, but the suggestion has also been 
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made that Senator Dandurand, who has served as President 
of the Assembly of the League of Nations and has a better 
acquaintance than most Canadian statesmen with the 
politics of Europe, may take the post. His selection would 
solve satisfactorily the problem involved in Canada’s 
acquisition of a seat upon the Council of the League of 
Nations last September, but the difficulty, which would 
confront the Government in finding a suitable successor 
to Senator Dandurand as leader in the Senate, may prove 
an insurmountable obstacle to his appointment. It is at 
the moment not known that any other Government intends 
to accredit Ministers to Ottawa, but undoubtedly the 
diplomatic representatives of other countries will experience 
disabilities arising from the inferiority of their official 
status, and some of them at least will exercise pressure 
upon their Governments for its, improvement.* 

The steps taken by the United States and French 
Governments have undoubtedly brought to a head the 
problem of improving the links of communication between 
Ottawa and Downing Street. The last Imperial Con- 
ference, when it recommended that Governors-General 
should cease to be political officers of the British Govern- 
ment, and should henceforth be only representatives of the 
Crown and restricted to constitutional and social functions, 
discerned that, when they ceased to be channels of com- 
munication between the Dominion Governments and 
Downing Street, some substitute agency, which would fulfil 
this latter function, must be provided. The Conference 
gave its formal blessing to the establishment of some form 
of definite diplomatic relations between the British and 
Dominion Governments, but left the working out of a 
practical plan to future discussion between the Govern- 
ments concerned. ‘There has naturally been considerable 
hesitation about launching an experiment which, on the 
surface, seems to be incompatible with the idea of the 

* Since this article was written it has been announced that there is 
also to be a Canadian Minister at Tokyo. 
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diplomatic solidarity of the Commonwealth, but realisation 
has gradually come that the advantages may well outweigh 
any possible drawbacks. Undoubtedly under existing 
conditions Washington is much better informed about 
Canadian affairs and the trend of Canadian opinion than 
Downing Street can possibly be. The Coolidge Adminis- 
tration possesses at Ottawa in Mr. Phillips and his 
subordinates a staff of competent observers who act as its 
eyes and ears about Canadian affairs; they can report 
upon current developments in the political and economic 
field, appraise the probable palatability to Canadian opinion 
of policies planned at Washington in relation to Canada, 
form valuable personal relations with important personages 
in different spheres of life, and further the interests of 
their country by the sort of private representations which 
are often more effective than official despatches. To-day 
there is not a single person in Canada authorised to perform 
these very useful functions for the British Government ; 
for its information about Canadian affairs it must rely 
upon press messages, private communications, and data 
furnished by the Canadian Government of the day. 
Obviously this condition of affairs imposes severe handicaps 
upon the Foreign Office and other departments of the 
British Government in evolving policies which may vitally 
affect Canadian interests, and the decision has now been 
taken to remove this handicap. 

More than once during his Canadian tour Mr. Amery, 
the Secretary for the Dominions and Colonies in the 
Baldwin Ministry, intimated that he would discuss with 
the King Government the question of British representa- 
tion in Canada, and it is now known that the problems 
involved have been the subject of exhaustive conferences at 
Ottawa. The King Government undoubtedly welcomes 
the experiment, and apparently the chief point left for 
determination is the status which will be given the British 
representative. Mr. Amery has plainly stated that he 
regards the appointment of diplomatic agents accredited 
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to members of the same political family as inappropriate, 
and the title of High Commissioner may be given to the 
new official. But in some quarters the view prevails that 
an official endowed with a less exalted status, and analogous 
to the liaison official sent to Downing Street some years 
ago by the Government of Australia, might serve more 
effectively the purposes of liaison between the two Govern- 
ments ; the latter course, moreover, would obviate any 
necessity for a change in the status of Canada’s High 
Commissioner in London, which might otherwise be 
necessary. But it is not anticipated that any differences 
of opinion between the two Governments will develop, and 
probably Mr. Amery’s reunion with his colleagues in 
Londen will be followed by the announcement that the 
British Government has accredited a competent repre- 
sentative to Ottawa. And it is altogether probable that 
this step will be followed by similar appointments at the 
other Dominion capitals. 

An interesting and important consequence which should 
follow these developments will be a notable change in the 
political and social atmosphere of the Canadian capital. 
Hitherto it has been a point of call for almost every 
prominent personage who has visited the Dominion, but 
it has lacked one of the ingredients which give a special 
flavour to the life of capitals, a foreign diplomatic corps. 
A few countries, like the United States and Belgium, have 
maintained their consulates in Ottawa, but others have 
preferred to keep them in the great commercial centres of 
Montreal and Toronto. Now the United States and 
France are providing Ottawa with the nucleus of a real 
diplomatic corps, and it is certain to see substantial aug- 
mentation at no distant date. Ottawa, in short, will 
henceforth rank as a diplomatic centre of some importance, 
and a new element will be introduced into its political 
society. Now in the light of the grave responsibilities 
which Canada shoulders, partly as the result of her partner- 
ship in the British Commonwealth, partly as the fruit of 
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her membership of the League of Nations, and particularly 
now from her possession of a seat upon its Council, her 
politicians have with a few notable and praiseworthy 
exceptions shown a deplorable indifference to the branch 
of statecraft known as foreign affairs. Whole sessions of 
Parliament have gone by with only a few casual hours 
devoted to discussions, often half-hearted and ill-informed 
about these most vital of national interests. Indifference 
has been largely the offspring of ignorance ; in political 
society in Ottawa conversation has turned freely and 
learnedly upon tariffs, immigration, transportation prob- 
lems and such domestic issues, but foreign affairs have 
virtually been taboo outside limited circles. There was no 
incentive to discuss this interesting subject, and it had 
come to be regarded as the fitting preserve of the genus 
known as “ highbrows.” Now, however, there will exist 
in Ottawa an extensive coterie of people to whom foreign 
affairs and the problems of international relationships are 
the staple interest in life. Moreover, Ottawa is still a 
comparatively small city where everybody of any importance 
meets everybody else, and the diplomatists and the poli- 
ticians are sure to be thrown into constant intercourse with 
one another. The resultant exchange of views is bound 
to be mutually profitable, and if from it there befalls the 
politicians of Canada a useful process of education in 
international problems, there may accrue from the new 
experiment a gain which amply compensates for any dis- 
advantages attaching to the new order of things. 

But meanwhile the affairs of another country have forced 
themselves in an unpleasant fashion upon the attention of 
the King Government. At the end of October Sir Henry 
Thornton, the President of the Canadian National Railways, 
left for Mexico at the invitation of the Calles Government 
to undertake an investigation of the Mexican transporta- 
tion system and to furnish a report upon it. Popular 
rumour indeed associated his mission with a plan of the 
Calles Government to relieve its financial difficulties by 
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the sale of the State-owned railways to a powerful group 
of Canadian and American capitalists. As a highly paid 
public servant, Sir Henry had of necessity to obtain leave 
of absence from the King Government, ad consent to his 
mission was freely given. Now for months past consider- 
able indignation had prevailed among Canadian Roman 
Catholics about the treatment accorded to their Church 
and its adherents by the Calles Government, but at the 
time of Sir Henry’s departure the only note of criticism 
came on November 16 from Le Droit, a French-Canadian 
daily paper published in Ottawa, which indulged in some 
critical observations about the propriety of his mission. 
However, Roman Catholic murmurs of disapproval grew 
apace, and, after Sir Henry had completed his investigation 
and returned to Canada, they found public expression 
through the pen of a well-known Roman Catholic prelate, 
Bishop Fallon of London, Ontario, who has never hesitated 
to intervene in politics when the interests of his Church 
were at stake. On December 16 this influential prelate 
addressed an open letter to Mr. King, in which he demanded 
an explanation of the Government’s conduct in loaning the 
services of Sir Henry Thornton to the Government of 
Mexico, whom he described as 


A gang of venal ruffians and treacherous assassins who have 
displaced civilisation by savagery and have destroyed the last vestige 
of civil and religious liberty in the Republic of Mexico. 


Quoting at length the severe animadversions recently 
passed by the Pope upon the policy of the Mexican Govern- 
ment, he asserted that the Thornton mission was a 
deliberate affront to the Roman Catholics of Canada, who 
constituted almost 40 per cent. of the population, that the 


episode was “the most disgraceful, indecent and indefen- 


sible ” in Canadian history ; and that he felt called upon 
“as a Canadian, jealous of the honour of my country, and 
as a Roman Catholic bishop ” to protest against it with 
all his energy. 
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Mr. King felt it necessary to reply to this démarche of 
Bishop Fallon, and in a public statement he defended the 
attitude of the Government, and explained that the 
Thornton mission was animated by the same spirit of 
goodwill as was responsible for the visit to Mexico of the 
intrepid aviator, Colonel Lindbergh. Sir Henry Thornton 
also essayed an explanatory statement, and all might have 
been well if General Medina Barron, Consul-General for 
Mexico at Toronto, had not intervened with an elaborate 
defence of the policy of the Calles Government towards 
the Roman Catholic Church, and accompanied it by a 
sharp attack upon Bishop Fallon. His reply aroused great 
fury in Roman Catholic circles, and Mr. Charles Marcil, a 
French-Canadian Liberal, who is the oldest member of the 
House of Commons and once served as its Speaker, publicly 
demanded the recall of the offending Consul-General. 

Mr. Henri Bourassa also proceeded to take the war-path 
in the pages of his paper Le Devoir, wherein he declared 
that the explanations of Mr. King were unsatisfying, 
merely “fine gruel for cats,” and that he would demand 
further light upon the episode upon the floor of Parliament. 
Then Mr. Marcil followed up his demand by giving formal 
notice of a parliamentary motion which invites the House 
of Commons to insist not merely on the recall of General 
Barron, but on the termination of all intercourse with the 
present Mexican Government until it halts its persecution 
of the Roman Catholic Church and permits the restoration 
of civil and religious liberty in Mexico. The motion also 
asks for a repudiation of the Thornton mission, lest it be 
interpreted as indicating that the Calles Government enjoys 
any sympathy from the Canadian people. It is known 
that strenuous efforts were made to restrain Mr. Marcil 
from raising the issue in Parliament, but he has remained 
deaf to all persuasion, and he has now been fortified in his 
course by resolutions of approval passed by numerous 
Roman Catholic societies. General Barron did not im- 
prove matters by another statement, in which he reiterated 
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his defence of the Calles Government, and declared that 
Mr. Marcil and his allies did not represent the sentiments 
of the Canadian people. 

Now Mr. Marcil has been as unswerving a supporter of 
the King Government as he has been a devout adherent 
of the Roman Catholic Church, and his resolution, when 
it comes up for debate, will undoubtedly confront the 
Ministry with an embarrassing situation, as almost two- 
thirds of its followers in the Commons are Roman Catholics. 
General Barron has lately denied a report that he would 
tender his resignation, and Mr. Marcil has also stated that 
such a development would not procure the withdrawal of 
his resolution, because its main object was to draw atten- 
tion to the inhuman persecution of Catholics in Mexico. 
The Government, however, need not fear a parliamentary 
defeat upon this issue, because neither Conservatives nor 
Liberals of the Protestant faith could, without endangering 
their own political future, support a motion rebuking the 
Government for improper cordiality towards an anti- 


Catholic Government ; but what they must fear is that 
the episode will leave among Roman Catholic voters a 
legacy of displeasure which might have disastrous results 
for Liberal candidates at the next general election. 


II. Tue ConservaTIvE CoNvENTION 


HE major political event of the past six months was 

the National Convention of the Conservative party, 
held at Winnipeg in October. The first gathering of its 
kind in the party’s history, it was summoned, following 
the election of 1926, to draft a national platform and to 
select a successor to Mr. Arthur Meighen, who, having led 
Conservatism to three successive defeats, has retired from 
public life. Judged by the externals of politics, the Con- 
vention was successful. It brought together the largest 
number of delegates that ever attended a political gathering 
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in Canada; it exhibited impressive harmony in its deli- 
berations ; it produced a platform of constructive char- 
acter; and, in Mr. R. B. Bennett, K.C., it selected a 
leader of experience and ability. 

The sole threat of possible schism within the party 
came when Mr. Meighen, delivering his valedictory address 
to active politics, sought to defend and to justify his 
famous pronouncement at Hamilton in 1926. On that 
occasion, it will be recalled, Mr. Meighen laid it down as 
part of Conservative policy that, in the future, no Canadian 
Government or Parliament should send troops from 
Canada to fight without first securing a mandate to do so 
through a general election. It was not a popular policy. 
Conservative newspapers, either by their silence or by 
open attack, condemned it; a number of Mr. Meighen’s 
chief lieutenants refused to subscribe to it; and in the 
province of Ontario, nominally a Conservative stronghold, 
it was denounced as a bribe to Quebec and an impairment 
of Imperial solidarity. Precisely what connection this 
unfavourable reaction had with the Conservative defeat in 
1926, it is difficult to determine. Mr. Meighen, yielding 
to the supplications of his advisers, did not stress his policy 
during the election; his opponents made the most of it, 
but it is impossible to say with what effect. Thus while 
the Conservative loss of some twelve seats in Ontario may 
have been partly caused thereby, it is a notable fact that in 
other portions of Canada where such a doctrine might be 
expected to be unpopular, Conservative strength remained 
unimpaired. The reverses sustained in Quebec, or in con- 
stituencies outside Quebec where French-Canadian and 
foreign votes are a factor, could hardly have been the conse- 
quence of this policy. However, Mr. Meighen’s supporters, 
or some of the most influential of them, held a different 
view. They charged, quite openly, that the Hamilton 
policy had been contemptuously rejected by Quebec as a 
bribe, and that, in addition, it had demoralised the spirit 
and enthusiasm of the rank and file of Conservatives. It 
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was to dispute this judgment, and to vindicate himself 
from the charge that he had been un-British, that Mr. 
Meighen appeared at Winnipeg, and it cannot be said that 
he was unsuccessful. Easily the most persuasive political 
orator in the Dominion, he carried the Convention with 
him in a brilliant attack upon the idea that there could be 
anything anti-British in a policy upholding the people’s 
right to pronounce for or against active participation in 
war. He made no attempt to recommit the Conservative 
party to his Hamilton pronouncement—and it does not 
now stand committed to it—but, had he desired it, any 
resolution which he might have moved toward that end 
would undoubtedly have been carried. The ultimate result, 
probably, would have been a very serious schism in the 
party—a contingency indicated by a bitter speech from 
Mr. G. Howard Ferguson, Premier of Ontario. But, for 
the moment at all events, Mr. Meighen was easily 
triumphant. 

Mr. Meighen’s retirement from politics, inevitable 
after the Conservative disaster of 1926, is, outside the 
orbit of extreme partisanship, viewed with regret. Yet, 
despite his undeniably great talents as a parliamentarian, 
he was not a political success. He had, even his warmest 
admirers admit, two deplorable defects. The first was a 
propensity to underrate and belittle his opponents. The 
second—and more fatal one—was his inability to judge 
men. ‘Thus it was on the strength of ill-selected advice 
that he became a Jeremiah, preaching disaster that could 
only be averted by higher and still higher tariffs. The 
broad, generous, confident spirit which Conservatism 
boasted as its most cherished tradition gave way to fault- 
finding, scolding, and sometimes to irritable and undigni- 
fied abuse. On both sides, indeed, there was an absence of 
size and measure. Politics, for a time, resolved themselves 
into a sort of personal vendetta between Mr. Meighen and 
Mr. King. While Mr. Meighen preached blue-ruin, forces 
which he did not seem to perceive were at work. Large 
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expenditures were being planned and made upon water 
power development for the production of electrical energy ; 
mighty increases were afoot in the production of pulp and 
paper; northern Ontario and northern Quebec began to 
yield unheard-of mineral riches. The west, too, was being 
transformed. With almost fewer farmers, the prairies 
were producing more bushels of grain, anda larger number of 
livestock ; there was a marked increase of dairy products, 
and a material development in the production of other com- 
modities over a widely extended area. The whole country 
marched forward, and the result was that the Conservative 
party lost ground. Mr. King, with his easy optimism and 
glowing promises, became a more inviting figure than 
Mr. Meighen, with his bleak prophecies of disaster. This 
situation added to the antagonism of Quebec, which 
refused to let the sun go down upon its anti-conscriptionist 
wrath of 1917, and produced the Conservative débicle of 
1926. 

The Winnipeg Convention was an attempt of the Con- 
servative party to repair its fortunes. The policy of pro- 
tection, upon which Mr. Meighen staked almost every- 
thing, was reaffirmed—but in a minor key. The word 
“ protection,” indeed, was conspicuously absent from the 
resolution with which the Convention declared its fiscal 
faith; and instead of the doctrine, preached between 
1924 and 1926, that even the British preference might be 
profitably sacrificed to the development of Canadian 
industries, there was a declaration of allegiance to inter- 
Imperial trade. The influence of the West, rapidly 
becoming the centre of political gravity, was here and every- 
where evident in the party’s deliberations. Practically 
all the resolutions adopted were in the minor key. 
Hardly one of them proclaims, in clear-cut and unmis- 
takable terms, an issue over which high passions could be 
excited in a contest with the Liberals. The variations 
between what the party declared ought to be done, and 
what the Government in office are now doing were, in 
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most cases, hardly more than disagreements about ad- 
ministrative details, or aspects of policy that do not involve 
principles. Conservatism apparently is fairly content to 
offer itself to the electors as an alternative Government 
to that which now holds office, not as a champion of violent 
and drastic changes in existing policies, but as a party 
capable of giving Canada an administration more efficient 
than that which is being given by the existing Ministry. 
Illustrative of this tendency was the resolution passed 
dealing with Imperial relations. In the light of the denun- 
ciations which Conservative leaders have frequently voiced 
against Mr. King for alleged separatist tendencies, and for 
failure to make Canada shoulder a larger share of the burden 
of Imperial defence, it might have been expected that some 
expression of this conviction would be placed on record. 
But the resolution on Imperial relations, after reaffirming 
the party’s adherence to the principle of “loyalty to the 
Crown and to the maintenance of the British connection,” 


simply said : 


This convention expresses its satisfaction with the position 
attained by Canada as a nation within the British Empire, which 
was acknowledged at the close of the great war by our participation 
in the Imperial Conference and Canada’s signature affixed to the 
Treaty of Versailles, and also by Canada’s admission to the League of 
Nations. 

This convention rejoices in the powers and freedom of action 
which Canada as a nation has attained largely through the efforts 
and sacrifices of our soldiers, and pledges itself anew to the ideal of a 
united Canada. 

This convention emphasises the fact that the Conservative party 
cherishes the traditions and purposes of the British family of nations, - 
and believes that in the co-operation of the British nations will be 
found good for Canada and for the world. 


There is not a line in this pronouncement to which Mr. 
Mackenzie King does not subscribe; and, indeed, there 
js no sentiment in it which he has not voiced, times without 
number, during the past few years. As with Imperial 
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for : 


1. Securing a larger percentage of British settlers. 

2. Taking full advantage of the assistance tendered by the British 
Government to promote Empire settlement. 

3. Making arrangements between the two Governments to ensure 
proper training of the youth of the British Isles as agriculturists 
to qualify them better as Canadian settlers. 


This, almost to the last comma, is the immigration policy, 
on paper at all events, of the King Government. 

In electing Mr. R. B. Bennett as party leader, the Con- 
vention made an almost inevitable choice. He has not 
the parliamentary ability of Mr. Meighen, and it is doubtful 
whether he is Mr. Meighen’s intellectual equal in several 
other respects ; but he nevertheless is a powerful, aggres- 
sive personality and a force to be reckoned with. A 
lawyer of distinction, a financier whose wealth is reputed 
to run into millions, widely-travelled and well-read, Mr. 
Bennett represents a perhaps more cultivated type of 
mind than is common in Dominion politics. Like Mr. 
Meighen, he has little surface humour, and lacks the light- 
ness of touch that gave Sir Wilfrid Laurier his charm 
and distinguishes Mr. Lloyd George. But he has 
vitality and poise, and never gives the impression that he 
is fanatical or bitter or driven by jealousies or animosities. 
There is about him, too, a boyish impetuosity that is very 
attractive. He dramatises politics, and, when a situation 
becomes spectacular, he grapples with it with a zest and 
glee that compel admiration and seldom invite bitterness. 
His speeches, always vigorous, have little poison in them, 
and rarely make enemies of his opponents. There was, 
indeed, no Conservative in Parliament in recent years 
more liked and respected by the Progressives. Not- 
withstanding his wealth and his party label, he is by no 
means a reactionary. In Parliament, as a young member, 
he fought against lobbying and secret campaign funds, 
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and as late as last year he disturbed his party and many 
of its most influential supporters by a proposal to reduce 
the National Debt by what many interpreted to be virtual 
confiscation of the profits of banks and insurance com- 
panies. It is not that he is revolutionary. He is not, 
and never will be, the leader of any movement seeking 
to impose any new or drastic policy upon the Canadian 
people. He will never promise those who follow him 
a new heaven and earth. He has no creed such as the 
Labour party in England offers to the masses there. Nor 
does he believe that a reconstruction of Canadian society 
is necessary or desirable. He is really perfectly con- 
servative about property, Canadian political institutions, 
and Canadian ideals; neither faddist nor Bourbon, neither 
revolutionary nor reactionary. And he will never permit 
formule, creeds, or theories to shape his solution of 
problems. 

Mr. Bennett is a thorough-going believer in the British 
connection. The Imperialism of Canadian Conservative 
leaders has always been tinctured by nationalism. Sir 
John Macdonald’s relations with Downing Street were not 
always cordial; Sir Robert Borden was frankly suspect 
as a nationalist; and by the extreme Imperialist wing 
of his followers Mr. Meighen was openly charged with 
separatist tendencies. No such doubts can be entertained 
regarding Mr. Bennett. He went into the province of 
Quebec only two years ago, and before an unsympathetic 
audience championed the obligation of Canada to share 
in Imperial defence. He stood in Parliament last session 
and expressed doubt as to the wisdom of a Canadian 
Embassy at Washington. And since he became leader 
of his party he has taken occasion in all his public 
pronouncements to stress the desirability of inter-Imperial 
trade. In this, indeed, he is not afraid to run counter 
to the industrialists in his party, many of whom are out- 
spoken opponents of the British preference. 

Whether Mr. Bennett is destined soon to lead his party 
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into the Promised Land remains to be seen. But one 
thing, at least, is sure. It is that, if he be true to his past, 
he will lead it in no mean or ignoble way, but with a mind 
acutely responsive to high impulses, with courage and intel- 
lectual address, and with a fine sense of the dignity and the 
obligations of politics. 


Canada. 
January 23, 1928. 





AUSTRALIA “ 


I. AusrraALiA AND Paciric RELATIONS 


OMINION status is too often spoken of as if it were a 

matter of privilege. The real essence of Dominion 
status—the factor which makes it worth while—is the 
assumption of responsibility. Dominion status in the 
sense that each Dominion takes the responsibility for its 
own security would be the most powerful integrating factor 
in the Empire, because it is a responsibility which could not 
be discharged except in co-operation with, and with the 
assistance of, Great Britain and the other Dominions. The 
only true and effective responsibility within the Empire is a 
joint responsibility both in policy and in burdens. 

On the other hand, in a widespread Empire it is only 
natural that our interests and our security should depend 
to a special degree on our geographical situation. It is 
being increasingly realised that world problems become 
simpler if we appreciate the fact that they have a regional 
aspect. If all the regional problems are understood, the 
whole world problem becomes easier of solution. It is 
thus right that Australia, which enjoys Dominion status, 
should discharge the responsibility which such status 
involves by taking a very special interest in Pacific problems. 
It is not intended in saying this to minimise in any way 
the dependence of Australia on European problems and 
the part which is played by Great Britain in that field. 
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The last thing which Australia should do is to take up a 
disinterested attitude towards European affairs. But our 
view will have to be bifocal. After the developments 
which have taken place since the war, it can no longer be 
said that the whole destiny of the world is going to be 
determined by a concentration of European forces like 
that which preceded the great war. The huge armaments 
of America and Japan indicate that the Pacific is as impor- 
tant an area of diplomacy and strategy as the North Sea. 
The problems of Europe are just now extremely exacting. 
They absorb the attention of British statesmen. There is 
reason to believe that British interests in the Pacific are 
suffering from this diversion of attention and absorption 
in matters more important for Imperial security. If one 
visits Fiji after leaving Honolulu, and sees the half-developed 
condition of that colony, one experiences a shock. 

Policy, of course, is not merely a matter of armaments and 
diplomacy. To frame a policy we must have an objective, 
and the choice of that objective must be based on the view 
we take of our interests, on our vision with regard to our 
future development, and on some conception of the relations 
which we are likely to establish with our neighbours. 

There is every reason why Australia should realise the 
special interests she has in the south Pacific, the importance 
of the economic development of that area, its relation to her 
security, and the magnitude of the problems involved. It 
is her duty to equip herself in every way for co-operation 
with Britain in a policy which will protect Australia and 
at the same time safeguard the interests of the Pacific 
peoples as well as those of the Empire. 

The merest glance at the problems of the Pacific is 
sufficient to show that Australia could not handle them 
unaided. Its northern parts are bounded by vast countries 
with vast Oriental populations. There is no part of the 
world in which so many changes are likely. These Oriental 
races are extremely capable, but they have for the most part 
been living for centuries in dire poverty, with great resources 
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hardly utilised, with nature hardly tamed, subject to 
drought, famine, flood and pestilence. They have lately 
been in contact with Western culture, and it is working in 
them like a ferment, leading them to demand higher 
standards, and freedom from the thraldom of poverty. 
Their man power is stupendous; their economic poten- 
tialities are almost as great. A vast adjustment seems 
certain to take place in this area within the next two or 
three generations. The only reaction which Australia 
has so far shown to these developments has been the 
announcement of the White Australia policy. Such a 
policy is indeed essential as a measure of defence, for the 
existence of Australia as a British community depends 
upon her preventing the British element in her population 
from being overwhelmed. On the other hand, although 
her vacant spaces and her high standards are an attraction 
to crowded communities, it is realised that emigration 
would not solve their population and economic difficulties. 

The problems of the north Pacific are indeed so momen- 
tous that Australia feels profoundly relieved that they are 
definitely an Imperial responsibility. The relation of 
Great Britain to India and the long alliance with Japan, 
Britain’s trade and financial interests in the Asiatic countries 
which border on the Pacific, her special interests in China 
and the British settlements there, and the employment of 
her subjects in administrative departments in that 
country are all elements in the great traditions of British 
policy in the Far East. Australians have the utmost confi- 
dence in the conduct of that policy by Great Britain. But 
those who think also feel that the responsibility which thus 
falls upon the people of the British Isles is a heavy one for 
a nation which is already staggering under many burdens. 
There is room indeed for a further understanding and dis- 
cussion of this phase of British policy. The fact that Great 
Britain is now proceeding with the construction of the 
Singapore base without any Australian contribution is 
unsatisfactory to people in Australia who are inspired by true 
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Imperial patriotism. And yet sufficient doubt has been 
thrown on the policy pursued with regard to this base to 
confuse Australian opinion. It seems to contemplate a 
Pacific fleet such as Lord Jellicoe recommended in his 
report. Yet there is no sign that either Britain or Aus- 
tralia would or could authorise the expenditure involved 
in this recommendation. But if there is to be no base at 
Singapore, then there must be a base or bases in Australia, 
the whole cost of which would naturally be borne by 
Australia. 

The position in the south Pacific is different. There 
Australia has definite interests deliberately undertaken. 
British New Guinea was practically forced on Great Britain 
in 1883. There was then an urgent demand that she should 
annex all the islands in the south Pacific. At the Peace 
Conference Australia fought hard for the annexation of the 
German colonies taken in the war. One of the benefits 
derived from Imperial co-operation was realised when the 
British Empire delegation decided upon a mandate for 
these territories instead of annexation. The mandate 
forbids military development, fortifications and bases, and 
as the same rules apply to the Japanese mandate north of 
the equator, the position of Australia is incomparably 
better under the mandate than it would have been in the 
event of annexation. New Guinea and Nauru under the 
mandate, and Papua under direct administration, involve 
the definite entry of Australia into the south Pacific region. 
These are commitments which render it necessary that a 
policy for the Pacific should figure in an Australian national 
programme. ‘They give rise to important problems relat- 
ing to the care of native races, economic development, 
economic relations with Australia, transport and com- 
munications, and contact with other nations interested in 
the Pacific. 

So far few of these problems have been forced on the 
attention of the Australian public. The idea that Aus- 
tralia requires a Monroe Doctrine for the south Pacific 
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which was the pretext alike for the agitation in the eighties, 
and for Mr. Hughes’ demands at the Peace Conference, is 
a very questionable one. No other nation holds its south 
Pacific possessions in force. Every such nation is therefore 
interested in peace in the Pacific, and the very existence of 
these colonies is a factor which makes for stability. It is 
quite conceivable that the fact that Germany owned colonies 
in the Pacific formed an extra inducement to Japan to come 
into the war against her. It is neither necessary nor 
desirable that Australia should adopt an exclusive policy 
in this ocean. The strategic factors in the south Pacific 
are at present not unfavourable. 

It cannot be denied that the commitments which Aus- 
tralia has undertaken in the Pacific are onerous ones for a 
nation of six million people with a vast continent to develop. 
She could never have undertaken them, had she not 
the authority and weight of the British Empire behind 
her. Our connexion with the Empire, however, sometimes 
disposes us to forget that our relations with these islands 
are a responsibility, and not merely a privilege. We can- 
not discharge this responsibility unless we are genuinely 
interested in it and in the problems that are involved ; 
unless we are interested in the native races and are willing 
to spare capital for their development. As a people, we 
need to realise that we have deliberately chosen a réle in 
the south Pacific and that Australia will be judged by the 
success or failure of our performance. We need, if we are 
to do these areas justice, to develop a Pacific sense. The 
interest of the area is so great, its potentialities so striking 
that we shall be lacking in imagination if we do not appre- 
ciate the nature of the part that it is ours to play. 

So far our record is one of which we need not be ashamed. 
The ideals set by Sir Hubert Murray, the Administrator of 
Papua, and our officials in the mandated territory have been 
high, and no interests in Australia have gained sufficient 
influence to impair the realisation of these ideals. 

The great blot on our record, in so far as the mandate is 
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concerned, was the futile and stupid expropriation of the 
German settlers and the harsh way in which it was carried 
out. But for the action taken under the peace and repara- 
tion settlement, the New Guinea administration cannot be 
blamed. It may be doubted, however, whether Australians 
sufficiently realise the importance and the difficulty of the 
problems presented by these territories. It is not enough 
to say that the islands are to be administered in the 
interests of the natives, and that they will be protected 
from capitalistic exploitation. The natives of Papua and 
New Guinea are suffering to a considerable extent from 
troubles of a deep-seated character. Their numbers have 
been greatly reduced during the last century or two by a 
variety of causes. Contact with white races and imported 
diseases on the one hand, underfeeding and undesirable 
customs on the other, have been playing their part for 
many years. It is believed that some of these troubles 
were in operation before the arrival of the white man, and 
that after a long period of decline, their number is now 
increasing in most parts of the Pacific. It is to the credit 
of the administration that they are getting the best advice 
with regard to ethnological and anthropological conditions, 
and that research is being conducted in tropical hygiene. 
But the Federal Government have decreed that these 
territories shall be self-supporting. With the exception 
of some minor grants and loans, there is no financial 
assistance. Many things which the expert advisers con- 
sider should be done in the interests of the territories and 
their inhabitants are not done for lack of money. These 
territories are undercapitalised. 

As we gain experience, several major problems stand out 
with regard to which definite decisions of policy must be 
made within the next few years. In the first place, it has 
been laid down that the improvement of the economic 
condition of the natives is necessary in their own interest 
and a part of the process which may raise them in the 
scale of civilisation. How is this to be done? Are the 
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natives to work in plantations under indenture? Is their 
village or tribal organisation to be made the basis of the 
organisation of production ? Or are they to be encouraged 
to become peasant proprietors? ‘The feeling in Australia 
is distinctly for one of the two latter methods. But there 
is a very grave doubt whether they are feasible with the 
standard hitherto reached by the natives in the South Seas. 
So far it has not been possible to give up the system of 
indentured labour. This system cannot, however, be 
regarded as satisfactory. It breaks up the native organisa- 
tion without substituting anything for it. Other forms of 
production, such as handicraft and kindred economic 
undertakings, are being tried and show a certain amount of 
promise. Progress along these lines will, however, be 
painfully slow. 

When we see the economic development under American 
leadership in the Hawaiian group, we begin to realise the 
enormous potentialities of these tropical islands. Australia 
is not entitled to allow them to go undeveloped. If she 
does not develop them, others will. She has everything, 
moreover, to gain by their development from a business 
point of view. But it may be that with the natives as they 
are at present, economic development is not possible. The 
development of Hawaii is the result of a plentiful supply 
of labour obtained from other, mainly Eastern, countries. 
Our policy is against such a course. We are influenced 
partly by the mistaken view that it would threaten the 
White Australia policy, and partly by the far more just 
view that the introduction of new races would cause the 
old ones to disappear, or at any rate destroy their primitive 
customs and ethics. 

As far as our general economic policy is concerned, the 
opening up of trade routes and the improvement of ship- 
ping and other methods of communication are essential. 
Whatever it may cost, we owe it to the islands. But the 
policy of protecting ourselves by tariffs from the products 
of our own territories and neighbouring islands is a 
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short-sighted one and unworthy of Australia. The banana 
duty has embittered people in the Pacific against her, 
and destroyed the trade with Fiji, which it was so important 
to maintain. Hawaii could only be developed by being 
brought within the tariff wall of the United States. If 
Australia were wise, she would assist to develop the islands, 
at any rate those which are under British control, by special 
tariff concessions. ‘There is a narrow area along the north- 
east coast of Australia, the products of which compete 
with those of the islands, but it should be possible to 
adjust the tariff schedule so as to do justice to the latter. 
Our duty to the territories demands it. 

Finally, Australia should participate in every policy which 
aims at making the Pacific pacific in fact as well as in name. 
It stands to reason that a community which has so many 
commitments and so small a population as Australia, must 
be interested in the maintenance of peace. The whole 
objective of Australian policy in the Pacific Ocean should 
be peace. Since the war there has been a chché that the 
next war will be in the Pacific. It is part of our duty to 
falsify this prophecy. So far, in our peace policy, we have 
co-operated with the British Empire through the League 
of Nations. This has meant absorption in the extremely 
urgent European problems which have engaged the atten- 
tion of the League. But Pacific problems have never 
received any special consideration. If European statesmen 
have envisaged them at all, they have done so through a 
European perspective. Yet there is everything to be 
gained by the adoption of a new and more appropriate point 
of view in relation to Pacific problems. The analogy of 
Europe does not hold good for the Pacific. ‘The character- 
istic of European problems is concentration ; the charac- 
teristic of Pacific problems is dispersion. In the spacious 
view of the Pacific there is safety. To appreciate its 
problems aright, the European must divest himself of 
some of his preconceptions. The perspective of the 
Washington Conference was far more accurate and useful. 
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But at Washington principles and practical methods were 
only pushed half-way. It was a thousand pities that the 
“Washington ” atmosphere was absent atGeneva. Ifwe try 
again to attain those urgent objectives, peace and security, 
we should approach the subject from the regional aspect. 
Even if the problems of Europe prove too obstinate, it 
may be possible to solve those which pertain to the Pacific. 


II. Tue Feperat CHronicie 


HE transfer of the seat of government to Canberra 
has affected Federal politics all through 1927. Not 
until the end of September had sufficient departments 
been transferred to enable Parliament to meet and transact 
its ordinary business. The work of creating even the 
ordinary amenities of city life at Canberra, is, of course, 
still proceeding, and members have displayed a daily and 
minute interest in the efforts of the Federal Capital Com- 
mission, which controls the development of the Federal 
Territory. Beset already with acute housing and transport 
problems, the Commission has had to meet and parry a 
thousand demands, from foot-paths, street names and 
swimming baths to ornamental lakes, fly screen windows 
and a railway across to the sea. There have been the 
inevitable complaints of expense, inconvenience and isola- 
tion, and especially of the lack of contact with the business 
world, but the member who was hardy enough to ask 
for a referendum upon the abandonment of “ this mistaken 
project ” was promptly crushed by the Prime Minister. 
The story of Canberra must be without parallel in the 
Empire : only Washington could afford a close analogy. 
When the Houses met on September 28, their tasks were 
determined partly by the Government’s desire to push on 
with its legislative programme, and partly by the fact 
that three months of the financial year had already run, 
and fresh supply was almost immediately necessary. The 
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Estimates, the Budget and a Supply Bill were at once 
introduced, and financial measures will occupy the bulk 
of members’ attention up to the Christmas adjournment.* 
The accumulated reflections of members have found 
expression in prolonged debates, of which the Housing Bill, 
foreshadowed in the Prime Minister’s policy speech in 
1925, has been the substantial outcome. To assist persons 
of small means to purchase their homes and to secure an 
increase in dwellings commensurate with the growth of 
population, has been found necessary by almost all the 
Governments of Western Europe, especially in belligerent 
countries since the war. But in a federation, housing would 
seem to be the responsibility not of the Federal, but of the 
State authority, and this consideration is reinforced in 
Australia by the fact that each of the States has at least 
one housing scheme. Nevertheless, the Government 
urged that there was a field which the Commonwealth 
might usefully occupy, while avoiding the duplication 
of existing machinery. Firstly, the funds of State Savings 
Banks, out of which State housing schemes are provided, 
are very largely employed in loans for governmental 
purposes, and only 11 per cent. of the total deposits have 
been invested in housing. Secondly, even this money is 
available only within narrow limits. They vary widely 
from State to State, but in general, and with Victoria 
excepted, it may be said that assistance is confined to 
persons with incomes of less than £400 per annum, that 
the maximum advance is £1,000, and that assistance is 
given only to erect houses, not to purchase houses already 
built. At the last census, 40 per cent. of the homes in 
Australia were owned by the persons occupying them, 
and 12 per cent. were occupied by persons who were in 
the process of purchasing them. 

The Commonwealth’s contribution to this problem is 


* Since the article was written, a Bill to amend the Commonwealth 
Conciliation and Arbitration Act has been introduced. The debate on the 
second reading has been adjourned till after the recess. 
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conceived along very simple lines. It could not without 
overlapping build houses itself; but it could greatly 
enlarge the usefulness of most of the State schemes by 
making additional funds available for them in the first 
place, and, in the second, by making those funds available 
under more liberal conditions. The Housing Bill there- 
fore empowered the Commonwealth Savings Bank to 
make to any prescribed housing authority advances from a 
housing fund of {20,000,000 comprising a proportion of 
increases in deposits, a proportion of Savings Bank loans 
repaid, and sums borrowed for the Bank by the Treasurer. 
But no advances might be made unless, in respect of such 
advances, the housing authority had secured enlarged 
powers. It. must be enabled to make advances for the 
purchase as well as for the erection of dwellings, to advance 
up to go per cent. of the valuation of the property, with a 
maximum advance of £1,800, and to assist persons with 
incomes of less than {640 per annum. To secure the 
scheme against speculators, the home seeker must satisfy 
the authority that he will reside in the dwelling immediately 
upon completion or purchase. This, of course, is not a 
Commonwealth housing scheme. Building and super- 
vision and administtation will go on as before, through the 
existing agencies, and the States will be responsible for 
any losses incurred. The Commonwealth Savings Bank will 
do no more than lend money. But the States, it is claimed, 
will thus secure money more cheaply than if they had 
to borrow it for themselves. The whole plan will depend 
upon the co-operation of the States. No State Govern- 
ment need modify its existing schemes, or touch a penny 
of the Commonwealth money. But if it declines, sections 
of its constituents will presently become dissatisfied, and 
though there has been no widespread demand for such a 
scheme, the States will probably be forced into it as they 
have been into the Federal Aid for Roads scheme. 

The Housing Bill was accompanied by a Bill to amend the 
Commonwealth Bank Act. It conferred on the Savings 
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Bank power to make advances as indicated in the Housing 
Bill, and also to make advances for warehouse and storage 
facilities for primary products—a concession attributable, 
doubtless, to the Country party. So far so good. But the 
Bill, as originally introduced, severed the administration 
of the Savings Bank from that of the other departments of 
the Commonwealth Bank, and vested its control in a Com- 
mission, and this proposal encountered opposition on both 
sides of the House. After further consultation with the 
directors of the Commonwealth Bank, the Government 
introduced in the Senate an amendment suspending the 
operation of this part of the Bill, but the debates again 
revealed two utterly different conceptions of the proper 
function to be performed by the Commonwealth Bank. 
The Labour party, its creator, wishes it to be the people’s 
bank, competing, with the resources of a nation, in all 
banking activities, and in time superseding all other bank- 
ing institutions. Ministerialists, on the other hand, see 
in it the possibility of a great central reserve bank for 
Australia, a bankers’ bank like the Bank of England. The 
Bruce-Page Government had already taken a step in this 
direction by giving the Bank control of the note issue in 1924. 
Coming fresh from conferences with Sir Ernest Harvey, 
the Comptroller of the Bank of England, who visited Aus- 
tralia earlier in the year, the Government felt that savings 
bank business, involving as it does the provision of long- 
term credits, does not properly fall within the scope of a 
central bank, whose assets must be kept as liquid as possible. 
No further development will take place in this direction 
for the present. 

Another Government concern, the Commonwealth line 
of steamers, came up for keen discussion in the period 
under review. The line had been run at a loss for several 
years, and the Public Accounts Committee, after extended 
enquiry, recommended that the seven remaining ships 
should be sold. The Government decided to accept this 
recommendation, whereupon the leader of the Opposition 
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tabled a motion of want of confidence. The Common- 
wealth’s fleet of steamers was acquired in the first place as 
a war measure, to provide transport for Australian primary 
produce, to protect the Australian producer and shipper. 
The Opposition, supported by Mr. W. M. Hughes, who as 
Prime Minister founded the line, contended that the ships 
ought to be retained, chiefly because of the line’s services 
to the whole community, and the primary producers in 
particular, in acting as a check upon the shipping combine 
after the war. Losses were admitted—a loss of £593,000 
for the year 1926-7. But, it was urged, the line had saved 
Australian exporters and importers at least {2,000,000 
annually in freights, and by comparison its losses were 
negligible. Ministerialists in reply repudiated the idea of 
any such saving in freights. ‘The line had done good work, 
it was freely acknowledged, in accelerating improvements 
and in checking freights immediately after the war. But 
they claimed that the full text of confidential cablegrams be- 
tween the directors in Sydney and their chairman in London 
destroyed the case based on the recent beneficial activities 
of the line, made out by Mr. Hughes from a partial reading 
of the cables. How, they asked, could a line which handles 
at the most 7 per cent. of the total outward and inward 
cargo of Australia, and in 1926-7 carried only 2°7 per cent. 
of the cargo to the United Kingdom, any longer be regarded 
as a serious competitor of the Conference line? The real 
check upon the combine is to be looked for in the revival 
of Scandinavian, German, and Italian interest in the Aus- 
tralian trade. It is, and must be, hopeless to compete 
against the Conference line with ships on the Australian 
register. To run similar vessels costs, on the British 
register 32 per cent., on the American 42 per cent., on the 
Swedish 21 per cent., and on the Danish 16 per cent., of 
the Australian figures. The line has, in fact, outlived 
its usefulness. The Opposition contended valiantly for 
government enterprise, and an Australian mercantile 
marine, but the motion of want of confidence was defeated 
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on a party vote. The Government has treated the vote 
as an authorisation of the sale, and conditions are being 
prepared. It is known that the purchaser will be required 
to retain the fleet on an Empire register, and to guarantee 
to afford for ten years an at least equivalent service in 
so far as passenger, cargo and refrigeration space is 
concerned. 

Since Parliament met, the Secretary of State for the 
Dominions has spent some six weeks in Australia in the 
course of his tour round the Empire. Mr. Amery was 
warmly welcomed everywhere as the first head of the 
Dominions Office, as the Chairman of the Empire Marketing 
Board, as one of the principal authors of the £34,000,000 
migration agreement, and as the first Secretary of State 
who has ever visited Australia during his term of office. 
He visited each of the States, spending everywhere more 
time in the country than in the capital cities—an uncom- 
mon distinction. His main object, he said, was to learn, 
and for his country travels a very heavy programme of 
instruction was provided. But he found time, at Canberra, 
to address members of both Houses, in a private session, 
upon the outstanding questions of Imperial and foreign 
policy. His very circumspect itinerary and speeches alike 
manifested his concern for the development of Australia’s 
natural resources upon which the new migration agree- 
ment is expressly conditioned, and in connection with which 
the Development and Migration Commission is carrying 
out investigations that range from the eradication of pests 
to the encouragement of fisheries and rural housing con- 
ditions. Mr. Amery came as one of the authors of the 
migration agreement, to investigate the conditions and 
difficulties under which it is operating, and neither scenery 
nor social distractions deflected him from this objective, 





The New South Wales Elections 


III. Toe New Soutn Wares Erections 


HE elections for the Parliament of the State of New 

South Wales took place early in November. The 
campaign aroused the keenest interest and the proportion 
of votes polled to names on the roll was exceptionally high, 
enrolment being compulsory but voting optional. In the 
result Mr. Lang’s Government was defeated and the com- 
bined Nationalist and Country parties secured a majority 
of four. Mr. Lang immediately resigned and Mr. Bavin 
was commissioned to form a Ministry. In it he has 
himself taken the office of Treasurer as well as of Premier, 
and has included four members of the Country party with 
which the Nationalists had some time before the election 
agreed to co-operate both in the choice of candidates and 
the formation of a policy. The reasons which brought 
about a general election before Parliament had reached the 
end of its term, and the nature of the issues, have been 
indicated in previous numbers of the Rounp Taste.* 

Mr. Lang’s defeat was widely anticipated but the result 
was awaited with unconcealed anxiety. It was felt by 
many that a continuance of his government, of his methods 
of administration and legislation, of his treatment of the 
State finances, and of his attitude towards industrial ques- 
tions would have been an unqualified disaster. He was a 
Premier who had professed his willingness to carry out all 
the orders of the extra-parliamentary caucus. In a new 
Parliament, had he been successful, he could have abolished 
the Upper House, and it was said that without that check 
he would have imposed intolerable burdens on industry. 
Mr. Bavin, on the other hand, was known to be determined 
to stop the financial drift and to restore control of the civil 
service to the civil service commissioners, to protect the 


* Tue Rounp Tastz, No. 66, March 1927, p. 382; No. 68, September 
1927, p. 828; No. 69, December 1927, p. 177« 
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interests of primary producers, and in Parliament to 
restore freedom of debate which under Mr. Lang had been 
almost wholly destroyed. 

Mr. Bavin gained many personal adherents during the 
campaign, but the significance of his victory to many was 
bound up with the belief that his aims and methods were 
the exact opposite of those which had been preached and 
practised under Mr. Lang. ; 

To many the surprise of the elections was not the defeat 
of Mr. Lang’s supporters but the number of their victories. 
The party had been broken in two. At least half the 
Labour members of Parliament had rebelled against Mr. 
Lang’s leadership, the bitterest attacks on the Premier 
had been made by his former supporters and by the Worker, 
the organ of one of the most powerful unions, and his 
most recent appointment in the civil service as well as the 
appointment some time back of an independent member to 
an important public position, had been almost universally 
condemned. Yet he captured 39 seats in a House of go, 
all but two of the rebel Labour supporters were defeated, 
and in the urban areas of Sydney and Newcastle he gained 
a substantial majority of the seats. On the whole, fortune 
favoured him in the voting, for the majority of the very 
closely contested seats went to Labour. But his pro- 
portion of the votes polled throughout the State was 
high and showed no sign of the landslide which in many 
quarters was feared or expected. 

The Labour vote is to some extent explained by the 
“ humanitarian legislation ” of the last Parliament, widows’ 
pensions, a forty-four hour week, a liberal Workers’ Com- 
pensation Act, and child endowment, and by the general 
prosperity of the State. Mr. Lang wisely laid emphasis 
on these measures and predicted that they would all be 
repealed by a Nationalist Government. He failed in the 
country districts, but the election made it clear that if the 
population of the State continues to concentrate in Sydney, 
the prospects of Labour must improve in future years. 
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Nationalist and Country party candidates specialised in 
denunciations of communism and of the “ red elements ” 
with which Mr. Lang had joined forces. It is probable 
that these were not taken seriously by the bulk of the 
electors, though by some they were accepted as a proof 
of Mr. Lang’s genuine convictions and of his strength 
of character. The conservative instinct of the mass of 
the people triumphed, but it triumphed with difficulty 
over the instinct which saw in Labour the party which has 
most to offer, and over the conviction of many that they 
must vote for the official Labour party whatever its policy. 
As was to be expected in a closely fought election, inde- 
pendent candidates fared badly, and amongst the defeated 
was Mr. Loughlin, an ex-Minister, whose personal reputa- 
tion had been greatly enhanced by his resignation of office 
in protest against Mr. Lang’s administration. The new 
Ministry has settled down to its work with great energy. 
In a short session it has passed Bills to cancel the two 
appointments of Mr. Lang which Mr. Bavin had threatened 


to cancel when they were made, and has placed the city 
of Sydney under a Commission instead of under the 
mayor and aldermen who had allowed the administration 
to fall into grave disrepute. It has also demonstrated that 
it is not afraid of the unpopularity which must be risked 


by anyone who seeks to put the finances of the State in 
order. 


Australia, 
December 29, 1927. 





NEW ZEALAND 


I. Tue Pourticat Sirvation 


LTHOUGH the Parliamentary session of 1927 was 
Lone of the longest on record—it lasted from June 23 
to December 5, a period of 166 days—its substantial 
achievements have been in inverse ratio to its length. The 
general result has been to create a wide-spread feeling of 
dissatisfaction with the Government among many of those 
who previously supported it, and to damage its credit 
considerably throughout the country. The somewhat 
factitious enthusiasm generated by the creation through 
the Press of a “ Coates boom ” caused expectations to be 
raised too high for performance to justify, and it is perhaps 
inevitable that there should have been a considerable re- 
action in popular sentiment. During the session the death 
of the Hon. R. F. Bollard, a member of the Cabinet, neces- 
sitated a bye-election on September 27 in the North Island 
country electorate of Raglan. There was a five-cornered 
contest for the seat; an official Government candidate, a 
Liberal, a Labourite, a Country party representative, and 
an Independent going to the poll. In the result the 
Government lost the seat to Labour by a narrow margin 
on a heavy poll. The actual figures were as follows :— 


Martin (Labour) .. - i ~ 2 
Waring (Government) .. ad + . 2a 
Parker (Liberal) x - «See 
Magner (Country party) ES se 545 
Taylor (Independent) .. 7 oe 207 


Considerable interest was taken in the election, and the 
polling was heavy, 6,202 electors out of a roll of 8,268 
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recording their votes. The Labour candidate, who is 
president of the Auckland Farmers’ Union and a farmer 
himself, is a man of ability and vigour, with a long and 
creditable record of service to the community, while the 
Government candidate was an estimable elderly gentleman 
of little ability or political experience. It is considered 
that more vigorous staff work might have saved the seat, 
had the Government selected a stronger candidate to carry 
its colours. As things are, the Government majority in 
the House is so large and unwieldy that the loss of the 
seat, apart from any incidental fall in prestige, is of little 
significance. So far no one has been selected to take the 
seat in the Cabinet held by the late Minister. The Hon. 
R. F. Bollard, though quiet and unobtrusive, was a man 
of great charm and widely popular, and his death was much 
regretted by men of all shades of political opinion. 

The Government is being criticised on all sides, partly 
because a good deal of undeserved unpopularity is always 
transferred to any Ministry which takes office in difficult 
times, but partly also because its administration seems 
to be characterised by vacillation, weariness and lack of 
gtip. In spite of his overwhelming majority, or possibly 
because of it, Mr. Coates has this session been unable to 
develop the driving power required to complete the tasks 
to which he had set his hand. The power seems, indeed, 
to have gone out of the Ministry. Probably at no time 
in our history have circumstances afforded a more con- 
vincing illustration of Morley’s dictum that in democratic 
conditions policy is swayed by interests rather than prin- 
ciples. Our political life is to-day an open battle of 
sectional interests clamouring for economic favours. The 
manufacturer strives to retain and increase the protective 
duties under which he can prosper by excluding competing 
imports, the farmer demands transport subsidies and State- 
aided schemes of rural credit, the worker demands the 
graduated taxation of those who are better off so as to pro- 
vide social services for the masses, either free or under cost. 
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Amid this confused welter the Government seems to many 
to be drifting down the political stream without rudder or 
compass, trying to dodge those sirens, the special interests, 
and hoping that something will turn up to enable it to 
avoid political shipwreck. It is considered by a growing 
number who view with disgust the shameless battle of 
sectional interests, that if the Government could find 
courage to take a stand against them, and appeal to the 
wider constituency of the Country for support on a 
national as distinct from a sectional policy, it might win 
back much of its vanished prestige, especially if the seasons 
between now and the next general election at the end of 
1928 bring any considerable degree of economic prosperity. 

In many quarters the Administration is being attacked 
as being at once meddlesome and inefficient. Mr. Coates 
was elected on a cry of “less government in business,” but 
it is felt that his actions in this connection are in contrast 
with his electoral professions, and a considerable outcry 
against further extensions of State activity has been raised 


in recent months by various groups of business men, 
including the delegates to the recent conference of the 
Associated Chambers of Commerce at Christchurch on 
October 31 last. It was stated by one speaker there that 
“if a Labour Government had attempted half what the 
present Government has done it would have aroused such 
a storm of opposition as would have put that Government 


out.” This is quoted merely because it shows the feeling 


that prevails in many quarters that the country is being 
rapidly socialised by an ostensibly anti-socialistic Admini- 
stration. The following editorial comment appeared on 
November 4 in the Lyttelton Times, a journal in general 
opposition to the Government, and it is typical of the 
criticism which, rightly or wrongly, is being widely levelled 
against it to-day :— 


Parliament is now in the fifth month of the session, but the 
business has been so badly handled that, at this late hour, it is 
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being urged from its own side of the House “ to settle down to its 
programme.” ‘There could be no plainer evidence of poor leader- 
ship. The Prime Minister commands a large majority, but he 
does not appear able to make even steady progress, and it is not 
to be wondered at that there is a widespread and growing conviction 
that he does not know definitely what course to steer. To admit 
that in a democracy there must be government by amateurs is not 
to acknowledge that efficiency is rendered impossible of attainment, 
but the criticism levelled against this Administration is that it is 
too amateurish, and that we are being governed not so much by 
the elected representatives as by the heads of the public service. 
Among those who gave the Reform party support at the last general 
election can be found increasing numbers of people who now 
recognise that this Government is too prejudiced and, politically, 
too unstable to be entrusted with a further term of office. From 
all sides comes a rising storm of adverse criticism, and there can be 
no doubt at all that those in close touch with the trend of affairs 
are growing uneasy. One of the veterans of public life, now a 
looker-on, stated recently that to-day we are faced with “ the most 
unsatisfactory political position that has arisen in this country within 
my recollection.” 


The nature of these criticisms seems to reveal the 
fundamental strategic weakness of the present Administra- 
tion. Traditionally, the Reform party represented the 
farmers, on whom it zelied for the support which kept it in 
power, but it was never very strong in the Dominion, and 
only at the post-war elections of 1919 did it ever secure a 
decisive majority at the polls. At the last election, how- 
ever, it made a wide and insistent appeal under a new 
leader for general support against Labour, and as the result 
showed, it drew to its side a large majority of non-Labour 
voters throughout the country. It now bases its position 
on the electoral support not only of rural but of city 
interests as well; and since the general election, as the 
controversy over the customs tariff and the Arbitration 
Court has shown, the cleavage between the manufacturers 
and their adherents on the one side, and the farmers on 
the other, has grown wider, and is rapidly approaching a 
point at which it will no longer be possible to find a bridge, 
and the two elements will be unable to exist together in 
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the same Ministry and political party. At present the 
Government is forced to temporise and to endeavour to 
conciliate both wings of its followers, but this is a tem- 
porary expedient which shows signs of breaking down, and 
it may be followed by a split in the Government ranks, and 
perhaps by a drastic change in Ministerial and political 
personnel. Business men and manufacturers, generally 
speaking, support the Arbitration Court and are in favour 
of a protective tariff ; country interests, on the other hand, 
have moved rapidly into a position of marked antagonism 
to both these manifestations of protectionist policy, and 
interests of such a divergent kind can hardly remain for 
long within the same political fold. This situation in 
large measure explains the lack of energy and resolu- 
tion for which the Government has been so freely 
criticised. 

The situation has been complicated, moreover, by two 
important non-party issues which for the time being 
obliterated the usual party lines. A vigorous campaign to 
break away from the secular principle on which our primary 
education system is founded, and to introduce religious 
exercises into the State primary schools, was only defeated 
by a narrow majority, and there are indications that the 
question will be brought up again next session. Perhaps, 
indeed, it will become a hardy annual like the liquor 
question. Unexpected developments in licensing legis- 
lation also aroused considerable interest. With a view to 
securing at least a temporary settlement of the embar- 
rassing liquor problem, the Prime Minister, in his capacity 
as a private member, introduced a Licensing Amendment 
Bill, providing for a series of miscellaneous reforms, and 
containing the following important provisions :— 


(a) a poll to be taken on the question every six, instead of every 
three years, as at present ; (b) the elimination of the State control 
issue from the ballot paper, leaving a straight issue between no- 
licence and continuance; and (c) a 55 per cent. majority of votes 
to be required to carry a proposal. 
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The matter was left to the House to decide on non- 
party lines, and it became clear that the prohibition element 
was decidedly in the ascendant. The Bill was amended 
so as to provide for triennial polls and that a proposal 
might be carried by a bare majority. At this stage Mr. 
Coates disavowed the Bill, and it was temporarily with- 
drawn, but subsequently re-submitted to the House, with 
the same result. When the measure reached the Upper 
House it was amended, the six year interval between polls 
being restored, and a §24 per cent. majority being required 
to carry a proposal. The Lower House refused to accept 
these amendments. The Legislative Council, however, in- 
sisted upon them, and the conferences which were held to 
adjust the difference proving abortive, the Bill was 
accordingly “ killed.” 

Two important measures have been successfully carried 
this year by the Government. The customs tariff was 
adopted on principles that have now become traditional in 
New Zealand. It may be described as a tariff which, though 
primarily for revenue, respects the moderate protectionist 
interests which are at present established, almost indeed 
vested, and it has a definite and increasing leaning in the 
direction of Imperial preference. ‘The customs duties are 
still the principal item of revenue, and as the Government 
cannot do without the funds which it collects from this 
source, and is also disinclined to raise the cost of living 
if it can be avoided, the limits within which tariff innova- 
tions were practicable were somewhat restricted. No very 
important alterations have therefore taken place. It may, 
however, be said that the advocates of high protection 
have received a decided rebuff, and the supporters of an 
increased measure of Imperial preference have obtained 
material though not extravagant encouragement. Last 
September the British preferential tariff on motor vehicles 
was increased by 10 per cent. In this year’s tariff the 
following increases have been made in the British Empire 
preference: on apparel, millinery, hosiery and hats, 
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cotton piece goods, drapery, fancy goods, hardware and 
metal, drugs and stationery, § per cent.; on surgical 
instruments, tools, bolts, nuts, electrical and industrial 
machinery, 10 per cent.; on agricultural machinery and 
wrapping paper, 15 per cent. The tariff is generally re- 
garded as being as fair a compromise between conflicting 
interests as existing economic and political circumstances 
render possible, though the industrialists are dissatisfied, 
and insist that they have been sacrificed to the British 
manufacturer. The Government did not, however, squarely 
face the fundamental issue that, though legislation in both 
directions may simultaneously appear on the statute book, 
the protection of local industry is incompatible with any 
thorough-going application of Imperial preference. Pre- 
ference to our own manufacturers, if it is to be extensive 
and effective, means the virtual exclusion of competitive 
British imports; while preference to Britain cannot be 
wide and effective without sacrificing our manufacturing 
interests. Speaking at the Colonial Conference of 1902 
Chamberlain said to Laurier :— 


So long as a preferential tariff, even a munificent preference, is 
still sufficiently protective to exclude us altogether, or nearly so, 
from your markets, it is no satisfaction to us that you have imposed 
even greater disability upon the same goods if they come from 
foreign markets. 


This dictum is accepted by manufacturing interests both 
in this country and in Britain as expressing the true 
position. Since it is quite unthinkable that there should be 
any wholesale withdrawal of tariff protection here at the 
present time or in the future, the Government probably 
made the best general compromise that the circumstances 
permitted. The opposition of the powerful rural political 
interests to any general increase in protective duties was 
a material factor in the carrying of this further measure ot 
Empire preference. 

The other important issue settled was the imposition of 
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the petrol tax as a way of financing road construction, and 
it represents another stage in the evolution of the still 
unsolved problem of transport in the Dominion. Before 
the days of motors, the burden of making and maintaining 
the roads, broadly speaking, fell upon the shoulders of the 
local bodies, but with the advent of motor traffic on a large 
scale this method proved both inadequate and inequitable, 
just as it has done in other parts of the world. It is inequi- 
able because of the wear and tear which long distance 
traffic causes, and inadequate because a surface good 
enough for motor traffic cannot be maintained at a cost 
that the local bodies could face. New Zealand is a costly 
place for roads, because of the topography of the country 
and the frequency of the rivers. 

To cope with these difficulties the Main Highways 
Act of 1922 established a Main Highways Board as a 
supervising and co-ordinating authority, and divided the 
Dominion into eighteen highway districts, composed of 
groups of counties allied by contiguity and community 
of interest, in each of which a District Highways Council 
was set up. Roads were then divided into main highways 
and local, and the construction and maintenance of main 
highways was to be undertaken under the supervision of 
the Main Highways Board and subsidised by the Board. 
In order to cope with the revenue difficulty and to make 
the owners bear part of the cost of upkeep, the Motor 
Vehicles Act 1924 required them to pay registration 
and licence fees in respect of their motor vehicles. As, 
however, the financial position still remained unsatisfactory, 
and the burden of road maintenance threatened to become 
unendurable, Mr. Coates this year carried through Parlia- 
ment a tax of fourpence a gallon on petrol, and the resulting 
revenue, which is estimated to amount to approximately 
£750,000 per annum, will be apportioned throughout the 
country to the maintenance and construction of roads. 
While the tax will give rise to some anomalies and hard- 
ships, as in practice all taxation must necessarily do, it 


419 





New Zealand 


is recognised as the best solution of a difficult problem, 
and the action of the Government has met with general 
approval. 


II. Tue InpustriaL ArBITRATION AMENDMENT BIL 


HE earlier stages of the present controversy over the 

Industrial Arbitration system have already been 
described in Tue Rounp Tasie.* An amending Bill was 
introduced into the House this year by the Minister of 
Labour, and after exciting an extraordinary amount of 
interest and controversy considering the comparative 
insignificance of the amendments proposed, it was virtually 
withdrawn. The discussion is interesting, partly because 
it reveals the deep line of cleavage between town and 
country interests, and partly because it shows that although 
the system of fixing wages by judicial fiat is still too deeply 
embedded in our economic life to be eradicated at present, 
opinion has to some extent veered away from the principle 
of rigid and detailed compulsion in the direction of allowing 
a greater measure of elasticity and of localising respon- 
sibility for industrial conditions. 

In so far as the proposed amendment was concerned, 
sections 2 to 10 inclusive were deleted on the recommenda- 
tion of the Labour Bills Committee. The proposal in 
the original Bill was to eliminate the two permanent 
assessors who are appointed every three years by the 
Governor-General on the nomination of their respective 
interests to represent Capital and Labour, and to have 
instead a single permanent Judge and assessors specially 
appointed for each dispute. It soon became apparent, 
however, that both sides valued their permanent assessors, 
and it was pointed out by Labour that they would find 
it difficult to secure the services of competent assessors 

* Tue Rounp Tastz, No. 67, June 1927, p. 648; No. 68, September 
1927, p. 861. 
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if they were different in every dispute. Apart from that, 
the formalities involved in the appointment of separate 
assessors for each individual case would mean considerable 
delay, and hold up business, while the appointees would 
probably be more biased and amenable to outside pressure 
than if they were appointed for a period of three years. 
The comparative security of tenure which their present 
term gives them also ensures a more judicial attitude. 
Full-time assessors, moreover, have all the advantages of 
the professional over the amateur. They are more con- 
versant with the procedure of the Court, more skilled at 
the work, and more able to take a comprehensive view of 
industrial conditions. Finally, if the Judge has to accept 
the dubious “ assistance ” afforded by laymen, it is better 
that he should have men to work with whom he has got to 
know, and in whose case he can allow for the personal 
equation. There is, of course, a danger under existing 
conditions of awards becoming over-stereotyped and unduly 
rigid, but the lesser evil is preferable. There has been no 
change in the constitution of the Court since the passage 
of the first Act in 1894. 

The clause which excited most heat was the one which 
specifically exempted farming and ancillary occupations 
from the jurisdiction of the Court, farming being defined 
as including “all agricultural and pastoral and dairying 
operations and all work of every description, other than 
building work, incidental to such operations, when effected 
on a farm.” ‘Though market gardening and the flax and 
timber industry were not exempted, work in dairy factories 
was. It is difficult to see any ground beyond political 
expediency for these exclusions. If compulsory arbitra- 
tion is a good thing, why exclude any industry from its 
operations ? If it is a bad thing, why have it at all? The 
exemptions are, moreover, really more illusory than real, 
partly because the Court has always, in the exercise of its 
discretionary power, refused to make an award covering 
the working conditions of general farm hands, and partly 


421 





New Zealand 


because the main grievance of the farmers is that the 
weight of artificially protected prices and wages in sheltered 
industries bears with undue severity on branches of national 
production which have to meet world competition and 
cannot pass on the charges imposed on them, because 
prices are fixed in the London market. The exemption 
of farming work from the operation of the Act, while the 
sheltered industries remain under its egis, would leave this 
grievance unremedied. 

The way in which both organised Capital and organised 
Labour rallied to defend an Act which they have in turn 
execrated in the past was highly significant. It has been 
alleged that there is an explicit or tacit bargain between 
the two to retain it, and to pass on the cost of their privi- 
leged position to the unsheltered farmers. While any 
formal understanding is extremely unlikely, nevertheless 
Capital and Labour have this year co-operated in a manner 
that makes the suspicions of the representatives of the 
farming community not wholly unreasonable. When the 
customs tariff was before the House, it was among the 
Labour members that the most thoroughgoing and intran- 
sigent advocates of high protection were found, and some 
of them went so far as to advocate duties that would 
operate as an embargo on imports which compete with the 
products of local manufacture. In so doing they were 
acting in the interest of the employer class, and when the 
Arbitration Bill came up for consideration, one found 
again a harmony which does not usually distinguish the 
relations of these two sections. When Labour and Capital 
combine to protect their special interests against the rest 
of the community the force that their organisation gives 
them cannot lightly be disregarded, even by our powerful 
country interests. In New Zealand the customs tariff 
and the arbitration system are complementary to each 
other. The tariff enables artificially high wages to be paid, 
and the Court of Arbitration is the umpire which decides 
the share of the tariff advantages which is to go to labour. 
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Both sections of the industrial world have a common 
interest in making these advantages as large as possible. 

The other sections of the amending Bill forbad the 
Court to prohibit piece work, enabled employers to agree 
with their men to pay them by results, and permitted the 
Court, on the application of any one party to an award 
(instead of upon the application of all parties, as at present) 
during the period covered by the award, to amend it 
in order to facilitate the adoption of new methods of organi- 
sation. ‘These proposals were also opposed by Labour, 
though perhaps with less vigour than the clause which 
exempted farming and allied industries from the Act. 
The Bill, however, went further, for it proposed to lay 
down certain principles governing the determination of 
wages that were in operation during and after the war. 
The Bill provided that in fixing wages the Court should 
have regard to (a) a fair standard of living, (b) the economic 
and financial conditions affecting the industry in question, 
(c) trade and industry generally in New Zealand, and 
(d) all other relevant conditions. What constitutes a “fair ” 
standard of living, what conditions are “relevant ” and 
what is to happen when there is a conflict among these 
dubious and inconsistent criteria, are matters on which 
the Bill was silent. 

The Government at first repeatedly announced its firm 
intention of putting the Bill through, in spite of all oppo- 
sition, but in the end it yielded to pressure and withdrew 
its proposals pending the result of a conference to be held 
during the recess between the various interests affected, 
and a one-clause Bill was passed to the effect that while 
the conference was on no award should be made in so far 
as the farming industry was concerned. The present indi- 
cations are that an attempt will be made to effect a com- 
promise rather than to solve the problem of industrial 
arbitration in the light of principle. Yet this matter 
seems to affect a side of our life in which, if a settlement 
in the national interests is seriously desired, it should be 
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based upon principle rather than the result of a mere 
bargain. 


III. Pusric Finance 


HE introduction of the Finance Bill, under which the 

Government sought and received authority to raise 
7 millions sterling of loan money for development purposes 
during the present year, was the occasion for an unusual 
amount of comment in Parliament on our borrowing 
policy and the conduct of public finance generally. There 
is no doubt that the Ministry, the politicians and the 
public generally have in recent months been more concerned 
than they have for a long time about the condition of our 
finances, both national and local. There is uneasiness 
about the trend of both, and the Government’s policy in 
this sphere has attracted a good deal of criticism. But 
a review of our recent financial history seems desirable to 
make the present situation clear. 

On March 31, 1914, the gross public debt of New 
Zealand amounted to £113,677,309, of which {94,753,827 
was owing by the central Government, and £18.923,482 
by the local bodies. This was not, however, dead-weight 
debt, like most of the public liabilities in Europe, but to 
a large extent analogous to the capital of a joint stock 
company. It was invested in public works which in older 
countries would have been undertaken by private enterprise, 
but which, in the conditions obtaining in a new country, 
had to be taken in hand by the State in order to accelerate 
the pace of national development. In a young sparsely 
peopled land, where private accumulations of wealth are 
small and few, and where, owing to its remoteness from 
ancient centres of wealth and industry, the conditions are 
unfamiliar to oversea capitalists, it was reasonable that 
the public credit should be pledged to obtain capital for 
development works of great utility and productiveness. 
Sufficient capital could have been obtained in no other 
way at a reasonable rate of interest to open up the country. 
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A wealthy densely populated country can build railways 
out of private accumulations of capital, for the ramifi- 
cations of its economic life induce private capitalists 
to undertake the work in the hope of reaping com- 
mercial profits from the start. In New Zealand, 
however, development, especially the development of 
transport and communications, had to be effected toa great 
extent in anticipation of land settlement. Moreover, the 
people were in this way able to keep important services, 
like transport, under public control, and to secure more 
co-ordination in the work of development than would have 
been possible if private enterprise had been operating 
sporadically without plan or order in different parts of the 
country. There was probably a certain amount of waste 
in the process, but there is good reason to believe that 
unco-ordinated private development would have involved 
even more waste and duplication, a fact which is not 
always fairly recognised by opponents of our borrowing 
and development policy. Finally, the State is perfectly 
justified in taking into account the indirect returns which 
accrue from the opening up of the country. It can also 
properly take into consideration indirect gains to the 
community which would not appeal to a private capitalist 
because they would not take the form of a higher dividend 
on specific investments of capital. 

On March 31, 1920, after the war, the National Debt 
stood at the gross figure of {201,170,755 and local debt* at 
£24,608,293, a total of {225,779,048. War finance in 
New Zealand appears to have been as efficient and free 
from waste as could have been reasonably expected, and 
it compares quite favourably with the position in other 
belligerent countries. The total debt incurred for war 
purposes was {82,245,673, a figure since reduced to 
£755333,648. On March 31, 1926, the latest date for 
which the official year book supplies figures, the gross 


* 7.¢., the debt of local bodies. 
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public liabilities of the Dominion both on Government 
and local account were £290,582,375, of which {238,855,478 
was a liability of the Government, and {51,726,897 of the 
local bodies. The proportionate increase, especially in 
the local debt, is very striking, indeed considering the 
shortness of the period, phenomenal. On March 31, 1927, 
the gross debt of the Government was {£245,850,889, 
but the figure for local debt is not yet available. It is not 
easy to account for this state of affairs, or to explain why 
so great an increase should have taken place in the post- 
war period, when one might have expected considerations 
of economy to loom large in the public mind. The 
depreciation in the value of money, however, makes the 
figures bulk out of all proportion to their true importance. 
The war seems to have accustomed our people to spending 
and thinking in large sums, and after its conclusion they 
turned to elaborate and costly schemes of development, 
such as highway construction, electric power under- 
takings, and other national and local services which 
involved very heavy commitments. The local bodies were 
the principal offenders, and until the passage of the Local 
Government Loans Board Act of 1926 the central Govern- 
ment had no power to check their extravagance in any 
effective manner. 

Nevertheless, although the trend of recent years gives 
some ground for uneasiness, there is nothing of a “ wild- 
cat’ nature about the public debt. Taking in round 
figures the data given in the official year book for 1927, 
the aggregate gross national and local debt was, on March 31, 
1926, just under 291 millions sterling, and it has since 
risen to nearly 300 millions sterling. Of the 1926 figure 
slightly over 142 millions sterling is held in New Zealand, 
and about 148 millions sterling, a little more than one half, 
by creditors abroad. While the whole debt is a public 
liability, it is obvious that the real problem from a national 
standpoint centres in the part of it which is held abroad. 
In comparison with the national assets, however, this 
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portion is of minor importance, representing as it does 
only about 16 per cent. of the estimated national wealth. 
As against the total debt, moreover, the central Govern- 
ment and the local authorities hold assets which have a 
nominal value of about 311 millions sterling, including a 
fund of about 25 millions sterling, for the extinction of the 
National Debt. It is thus seen that the oversea burden 
represents only about one-sixth of the national assets, 
and is far more than covered by the assets which the public 
authorities hold against it. This is a satisfactory position, 
though one could perhaps wish that after a generation of 
almost unexampled prosperity the public authorities were 
less deeply in debt. There is the additional fact that the 
debt is a fixed quantum, whereas some of the assets which 
are held against it have only a conjectural value, on which 
estimates vary widely, and which is therefore liable to be 
tinged with optimism. On the whole, however, it cannot 
be said that the debt is at present unduly burdensome, or 
that the Dominion has not had fair value for its borrowing. 
Perhaps the soundest test from the economic point of view 
is to consider the annual burden rather than the capital 
amount. According to figures given by the Minister of 
Finance in an address delivered before the session began, 
the total commitment in the way of interest on the public 
debt (excluding local debt) amounted in round figures 
in 1926 to 10°6 millions sterling, and the total recoveries 
from State operations were 4°8 millions sterling. The 
National Debt is thus reproductive to the extent of about 
45 per cent., and if war debt be excluded the balance is 
reproductive to the extent of just under 70 per cent. 
It must, of course, be realised that the war debt cannot be 
excluded from consideration merely because it was necessary 
in self-defence rather than as the result of political and 
economic policy. The burden is all the greater precisely 
because of its unproductive character, and this fact should 
be carefully kept in mind in estimating the extent to which 
it is prudent to embark upon new commitments. 
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The present Government is incurring a considerable 
amount of fresh debt and, in the opinion of a growing 
number of observers, the time has come for a serious review 
of the situation with a view to reducing our borrowings 
and to slowing down the pace of development. This 
cannot be effected in a day, since heavy commitments have 
been incurred-for certain projects which, whether they 
were well or ill conceived, must be carried to completion 
in order to minimise loss, quite apart from any question 
of gain. It seems probable, having regard to the state of 
the country, that the present hydro-electric power pro- 
gramme will prove to be an over-ambitious one, and 
that it will result in a development which is too far in 
advance either of actual need or of profitable demand, a 
danger to which all countries which are rapidly constructing 
public works are exposed. It was said in defence of these 
undertakings in their initial stages that the industries of 
the country needed the power. It is now being urged 
that we need industries to utilise the power. Hydro- 
electric power is sold in bulk to power boards under 
monopoly conditions, so that the Government can fix its 
selling charges in such a way as toyield a remunerative return 
on the capital outlay. The power boards have, however, 
the right to levy a rate to cover any deficits on their working, 
and even where this is not done, it may easily be that 
the price charged consumers for current contains an element 
of disguised taxation, and that, although the State accounts 
may show an ostensible profit, there is in fact a loss in the 
form of rates or of an unduly costly supply at other stages. 

Another cause of increased national expenditure since 
the war is the growing demand for extended social services 
such as public health, hospitals, education, and so on. 
This development has led to a considerable increase in 
the personnel of certain branches of the Civil Service, 
and to a corresponding growth in expenditure. Such an 
expense once incurred is practically a permanency, since 
it becomes increasingly difficult to withdraw the facilities 
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which have been granted. In this way our fixed annual 
burden shows a marked tendency to grow. Perhaps, 
however, our most serious problem in this field at the 
present time is the duplication of transport agencies 
owing to the growth of motor traction. It seems an 
anomaly that the Government should invest many millions 
in railways, and then borrow, and allow local bodies also 
to borrow, further millions to lay down roads, which result 
in business being taken away from the railways, in the 
diminution of their earning power, and in the depreciation 
of their capital value. Harbour Boards are also permitted 
to borrow further millions for the development of unneces- 
sary port facilities which may take still more business 
away from both roads and railways. ‘This, however, has 
been going on for some years in New Zealand, and it 
constitutes a steady drain on the national resources, all 
the more dangerous in that the cost of transport in the 
country is swelled in ways that are not very obvious, and 
consequently not realised by the general public. In 
other lines of activity, public and private, we seem to be 
over-weighted with duplicated agencies and superfluous 
overhead expenses, the result of a period of possibly over- 
rapid development, and people feel that the time has 
arrived to take stock of the position. The Government 
is aware of the importance of the question, and the Prime 
Minister has announced his intention to institute an 
enquiry into the problem of duplicated transport agencies 
with a view to ascertaining the facts and doing what is 
possible to deal with the position. As regards certain 
railways now under construction, it is estimated that even 
if they got all the traffic that is at present carried by 
motor transport they would still find themselves faced 
by a deficit of £2,000 per mile per annum. In these cir- 
cumstances it seems imprudent to proceed with railway 
construction of this kind. Yet it is going on all the same, 
The Government, of course, is in no way responsible for 
the problems which are due to the advent of the motor and 
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its effect on the railways, but it has perhaps been somewhat 
tardy in waking up to the need of handling the situation 
in an energetic manner. There is also a natural reluctance 
on the part of Ministers to take the initiative when the 
position can only be put right by curtailing some already 
authorised programme, because of the unfavourable reaction 
that such a step would have on electoral opinion. 

Effective measures were, however, taken last year to 
cope with the spendthrift tendencies of some of our local 
bodies, and a check was placed on their power to borrow. 
As early as 1915 it was made unlawful for local authorities 
to borrow without the sanction of an Order in Council. 
This provision was re-enacted in 1919, but an Act was 
passed in 1926 which goes much further, and an active 
instead of a merely passive control was established over 
the borrowing power of local bodies. This statute con- 
stituted a Local Government Loans Board, consisting of 
the Secretary to the Treasury, the Engineer-in-chief of the 
Public Works Department, and five other members appointed 
by the Governor-General. Every local authority which 
desires to borrow for other purposes than merely to antici- 
pate revenue has to submit to the Board such particulars as 
may be required, and the Board may sanction the appli- 
cation, in whole or in part, and subject to such conditions 
as it thinks fit. No loan may, however, be sanctioned 
without satisfactory provisions for a sinking fund. The 
Governor-General in Council may impose such conditions 
as he thinks desirable, having regard to the time at which 
the moneys are borrowed, to the rate of interest, the terms 
of the loan, and the provision for repayment. This statute 
has been widely commended as a statesmanlike solution of a 
difficult question. It has also been favourably received by 
local bodies in general, and it promises to inaugurate a 
much sounder régime in the realm of local finance. 


New Zealand. 
December 19, 1927. 
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I. SuHippinc Freicuts anp Marit Contracts 


N a comparatively thinly populated Dominion, largely 

dependent on overseas countries for its supplies and for 
markets for its produce, it is inevitable that public interest 
in shipping services should be much greater compared with 
other questions than it is in Great Britain. Ever since 
mining developments first quickened the pulse of com- 
mercial activity in South Africa the two questions of 
shipping freight rates and the overseas mail service have 
periodically enlivened the proceedings of Parliament and 


of congresses of business men. It will assist us in pre- 
serving our balance when reviewing current events if we 
make an attempt to fit them into the secular trend of 
shipping developments in the South African trade. 


(a) Prior to Union 


For more than forty years the regular shipping lines 
have wooed the fickle South African shipper in concert. 
Expressed in matrimonial terms, the doctrine of the Con- 
ference lines has been that in shipping communities the 
states of polygamy and polyandry are both unstable, tending 
to decline into the heathen condition of general promis- 
cuity, and that group marriages provide the only stable 
relationship. ‘To encourage faithfulness within the group, 
the lines introduced that disciplinary instrument, the 
deferred rebate. It appeared first in the outward trade 
from Europe, in 1886, for the cargoes of machinery and 


FF 431 





South Africa 


manufactures were valuable and the guarantee of a regular 
fast service meant a considerable saving of interest on the 
large stocks and cargoes which were necessary so long as 
voyages were slow and sailings unreliable. The imposition 
of the deferred rebate for the return voyages a few months 
later proved an easier matter than in most trades, because 
cargo was too scarce to attract competitive boats and its 
high value made a frequent fast service essential. The 
position is different to-day. 

As early as 1892 the shippers set up the South African 
Merchants’ Committee to make negotiations with the 
Shipping Conference a little more even. The Committee 
still exists under the name of the South African Trade 
Association and, compared with similar organisations on 
other routes, it has the reputation of focussing the interests 
of shippers to a quite exceptional degree, although the 
public statements of prominent importers suggest that at 
present the enthusiasm it engenders in some quarters is 
by no means general. Ship-owning has apparently proved 
very profitable on this route, and since the South African 
war a succession of competing lines have fought strenuously 
for a share of the trade, in many cases surviving long enough 
to enjoy at last a place in the Conference. Freight wars 
are always obnoxious to those merchants whose chief aim 
is a quiet life. And so it was in the South African trade ; 
for the compensation paid by the Conference lines for 
“loyalty ” has rarely seemed adequate to the shipper, and 
importers who broke away were penalised by discriminating 
rates in addition to losing their accumulated rebate of 
Io per cent. Mining and agricultural implements from 
North America were the subject of much competition 
before the Conference admitted the Hansa line in 1901, 
the Houston line in 1904 and the Prince line in 1905, and 
complaints were frequent that the trade in British goods 
suffered. ‘Traders protested against the special rates 
allowed to large shippers, in particular to the colonial 
Governments, municipalities and mining houses. Govern- 
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ment berth cargo is still the subject of special rates, and 
larger consignments still rank as exemptions from the 
Conference agreement with shippers. 

All these grievances were fully aired at conference n 
the years preceding Union. In August 1904 resolutions 
condemned the special rates for large shippers and those 
favouring imports from the United States ; in September 
1905 the South African Governments were recommended 
to legislate against deferred rebates and discriminating 
rates, but so long as the colonies could be divided against 
each other the ship-owners seemed invulnerable. The 
authors of the Selborne Memorandum might well write 


in 1906 : 


At present the whole sea-borne trade of South Africa is controlled 
by one private corporation, which, of course, has no responsibility 
to the people of the country, and the mercantile community must 
recognise that unless an unforeseen competition is conjured out of 
the deep the power of that corporation must remain absolute so 
long as no single control can be exercised over the ports. 


In the winter of 1906-7 the ship-owners were able to 
divide the Cape and Natal delegates at a London conference 
called by His Majesty’s Government for the discussion of 
the terms of possible legislation. ‘The strength of the 
Conference lines was further revealed in May 1907, when 
freight rates were arbitrarily altered, and the deferred 
rebate was reduced from Io to § per cent., with the result 
that some rates to Cape ports were increased and the 
delicate balance of railway rates from the coast ports to 
the competitive area of the Rand was upset. Inter- 
colonial friction was avoided by the prompt summoning 
of the Bloemfontein Conference, which fixed railway rebates 
in order to maintain the distribution of traffic previously 
agreed upon. The whole shipping position was fully 
investigated in the autumn of 1907 by a committee of the 
Royal Commission on Shipping Rings, invited by the South 
African Governments to take evidence in South Africa. 
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It is therefore not surprising that when the first Parlia- 
ment assembled after Union (while the evidence, if not the 
findings of the Royal Commission, was fresh in the minds 
of business men and of the Government) one of the first 
Acts to be passed was the Post Office Administration and 
Shipping Combination Discouragement Act, No. to of 
gil. 

(b) Since Union 


The first agreement for the carrying of mails between 
Southampton and Cape Town was made in 1857 by the 
Imperial Government with the Union Steam Collier 
Company, and the Cape Government supplemented it later 
by an agreement with the Castle Company. After 1876 the 
two companies provided a joint weekly service, and in 
1900 they amalgamated to form the Union Castle Mail 
Steamship Company. Payment was first made by subsidy, 
with a premium for speed, though between 1876 and 1883 
the contractors received the postage paid in lieu of subsidy. 
After that date the United Kingdom contributed an agreed 
share of the annual subsidy payment which was made by 
the Cape Government. The contract time for the voyage 
was gradually reduced from 38 days in the first agreement 
to 19 days in 1893. It is now 16 days 15 hours. 

Since Union, official negotiations on the two questions 
of mail contracts and freight rates have habitually been 
conducted together. Confusion has frequently resulted, 
and insistence on other concessions has probably prevented 
the improvement of the mail service. The Post Office Act 
of 1911 attacked the deferred rebate system through the 
ocean mail contract. By Clause 6 (2) of that Act 


The Governor-General shall not enter into any such ocean 
mail contract with any person who— 

(a) is connected directly or indirectly with any such shipping 
or other combination as the Governor-General may deem 
detrimental to, or likely to affect adversely, South African trade 
or industries, or 

(6) gives, offers, or promises to any person any rebate, refund, 
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discount, or reward upon condition that such person shall 
ship, or in consideration of such person having shipped, goods 
by vessels of particular lines to the exclusion of any others. 


The next sub-section gives the Government power to 
discriminate through the harbour charges or railway rates 
against goods carried by such vessels. 

The Post Office Act gave the Union Castle Company the 
choice of relinquishing the mail contract or abandoning 
the deferred rebate system. The whole Conference decided 
to drop the system, and, after consultation with the South 
African Trade Association, the present agreement was 
drawn up and entered into with individual shippers. 
Under the agreement the continuous tie is lost, and, unlike 
the Australian trade agreement, no penalty is provided in 
case of secession without notice; but nevertheless the 
shippers agree to give their entire support to the Conference 
lines for one year or longer, subject to six months’ notice ; 
and the ship-owners in return guarantee regular sailings 
at advertised dates and at freight rates fixed in the agree- 
ment, and undertake to provide adequate tonnage for the 
ordinary requirements of the trade, to consult the Trade 
Association before making any general alteration in rates, 
and to protect the interests of their clients in the event 
of a freight war, failing which the shippers may withdraw 
after thirty days’ notice. The deferred rebate is still in 
force in the trade to Mozambique ports. In spite of the 
preference of ship-owners for the rebate system and the 
dissatisfaction of certain shippers with their representative 
committee, the agreement has certainly succeeded up to 
the present in fulfilling the purposes for which it was 
set up. 

The ocean mail contract signed on September 6, 1912, 
is much concerned with ordinary freight matters. Gold 
and unmanufactured ostrich feathers are not to be sent by 
post without an increase in the mail subsidy to compensate 
for the loss of freight (a fact which the Government 
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delegates did not emphasise during the abortive discussions 
of 1924) ; pedigree stock is to be carried free of freight to 
the Union ; the contractors are to buy coal for export at 
certain prices, and most important of all, maximum rates 
were fixed for South African produce, such as fruit, dairy 
produce and meat. The provision that fresh deciduous 
fruit would be carried at 4os. and citrus and pineapples at 
25s. per Measurement ton, and that approximately 18,000 
cubic feet of refrigerated space would be provided on each 
mail boat, has been invaluable to fruit-growers. The mail 
provisions of the contract fixed the annual subsidy at 
£171,000, to include {21,000 for the coast service from 
Cape Town to Durban, and delays were to be penalised 
at graduated rates. The contract term was ten years, 
subject thereafter to twelve months’ notice to be given at 
any period of the year. The mail contract must, moreover, 
be read in conjunction with the Government freight 
agreement and the homeward produce agreement of the 
same date. Notwithstanding Clause 6 of the Post Office 
Act of 1911, the Government secured special rates on its 
berth cargo as well as other consignments for the period of 
the mail contract, and the produce agreement fixed freight 
rates on certain maximum quantities of maize, wattle bark, 
wool and skins. It is clear that the loss which the con- 
tractor was expected to incur by carrying maize at Ios. 
per ton was the price paid for the monopoly of the Govern- 
ment business. 

On account of the uncertainty in the shipping world in 
1922 the Union Government, with the concurrence of the 
British Postmaster-General, arranged with the contractors 
for an extension of the mail contract for two years, subject 
to certain revisions. ‘The mail subsidy was increased to 
£225,000 per annum, to include {£27,000 for the coast 
service to Natal, and the freight rates for South African 
produce conveyed in refrigerated space were revised. On 
soft fruits the rate is 65s. per measurement ton, on hard 
fruits 60s., on citrus and pineapples 45s., and on all fruit 
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in uninsulated space 4os.; and rates were fixed for beef, 
bacon, cheese and eggs. The Government freight agree- 
ment was continued at rates from 15 to 20 per cent. below 
merchants’ rates ; and in the case of the homeward produce 
agreement which accompanied it the provision was made 
that the maximum rates on maize, bark, sugar, wool and 
skins should be adjusted every three months on the basis 
of average rates for full cargoes by chartered steamer during 
the preceding three months, while other rates were fixed. 
In that way the contractors avoided stabilisation of rates on 
the principal commodities in a market that promised to 
fall. ‘These agreements are still in force, the mail contract 
being subject to twelve months’ notice to terminate from 
either side. The British Government has a considerable 
interest in any negotiations for a new contract, for of the 
annual subsidy of £198,000 for the conveyance of mails, 
Great Britain contributes {60,000 for letters alone, out 
of the £126,000 paid by countries other than the Union. 

Since Union the demand for shipping space has changed 
markedly. It was calculated by Professor A. J. Sargent 
for the year 1912 that vessels sailing between South Africa 
and Great Britain were filled with cargo on the journey to 
South Africa to the extent of about 35 per cent. of their 
capacity, whereas in vessels returning cargo occupied only 
20 per cent. of the available space. To-day, the growth 
in exports of maize, wool and fruit has reversed the balance. 
An estimate for 1925 shows that while boats from Europe 
to South Africa are on the average two-fifths full, over 
two-thirds of their space is taken by cargo on the return 
journey. The outward traffic from South Africa is now 
attracting competing steamers, and exporters are even 
more concerned with the level of shipping rates and the 
provision of an adequate service than are the importers, 
whereas in 1911 the Post Office measure was characterised 
by critics as “ an importers’ Bill.” 

Until the middle of 1924. South African shippers enjoyed 
a partial reduction of rates while a minor freight war was 
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being waged against the Conference lines by the German 
and Holland line of steamers linked with the Hamburg- 
Amerika group; but on July 23, 1924, agreements were 
signed at Hamburg whereby the competitors became 
members of the Conference, and various increases in freight 
charges were subsequently announced. In November the 
representatives of the Pact Government, new in office, met 
the mail contractors to discuss a new agreement. The 
Government’s main aim was to substitute fixed rates for 
the fluctuating clauses of the produce agreement. The 
contractors proposed an increased subsidy of £250,000, 
of which £25,000 was to cover the coast service to Durban. 
The Government succeeded in making a draft agreement 
of maximum freight rates for seven years, but then en- 
deavoured to improve on the bargain by pressing for an 
actual reduction of the subsidy to {150,000. The con- 
tractors’ representative, not having bargained on that 
basis, was allowed time to consult with his principals, and 
on the resumption of negotiations in February 1925 
presented an entirely new set of proposals. These were 
not acceptable. Too late, the Government delegates then 
offered the increased subsidy for the November freight 
terms, but they also were no longer available, and negotia- 
tions were broken off. Every business man who has ever 
missed a bargain through an excess of optimism will 
sympathise with the Government representatives. ‘The 
Minister of Posts and Telegraphs announced in the House 
of Assembly on February 19, 1925, that “ under the cir- 
cumstances the Government has no alternative but to 
consider the whole position and take what steps it may find 
to be necessary to protect and secure the best interests of 
South Africa.” 

Coming from a Labour Minister, that announcement was 
widely interpreted as foreshadowing a State line of shipping. 
What actually materialised in 1926 was the Ocean Freights 
Control Bill, read for the first time on May 21. Whereas 
the Post Office Act gives the Government power to 
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discriminate by means of harbour and railway charges 
against goods carried by certain ship-owners, the new Bill 
proposes to use that power against the ship-owners them- 
selves, and in addition seeks power to subsidise lines 
which contract to fix maximum freight rates on South 
African exports, and to discriminate in dock dues in favour 
of coasting vessels registered in the Union. The debate 
was, however, adjourned for the session before the Minister 
had completed his speech moving the second reading. 
The Ocean Freights Control Bill has therefore remained 
suspended like the sword of Damocles above the heads of 
the representatives of the ship-owners, who resumed 
negotiations on the mail contract question at the end of 
last year. Government statements issued in November 
and December in this connection and concerning the latest 
freight war indicate that we may hear more of it during the 
coming session. The new freight war began when Sir 
Robert Thomas, whose company, the British and Con- 
tinental Plate line, has fought successfully since 1910 for a 
share in the South American trade, began to solicit cargo 
for a new British and Continental South African line of 
eight vessels of the Cambrian class, commencing monthly 
sailings from European and United Kingdom ports in 
June 1927, and offering cut rates and a twenty-three-day 
trip for long or short period contracts. The Conference 
lines retaliated with counter-reductions and a fleet of 
fighting ships, and on the opening of the wool export season 
in October offered a special rebate of 15 per cent. for 
exclusive support. The offer was issued through the Union 
Castle Company, and was roundly condemned in an official 
Government statement as “a deliberate and open violation 
of asigned agreement ” and of Clause 6 (2) of the Post 
Office Act. The Government statement threatened the 
company with notice to terminate the mail contract and 
action under Clause 6 (3) of the Act, whereupon the Con- 
ference lines withdrew the offer of a rebate and substituted 
net rates of freight. The effect was, of course, to intensify 
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the struggle and, despite offers by Sir Robert Thomas to 
stabilise wool rates for the season at any rate up to #d. per 
lb., the Conference lines, according to press reports, 
reduced rates for greasy wool by their fighting ships as low 
as $d. Since December the utmost secrecy has been 
maintained concerning new developments, and time alone 
will show whether the competitor will be forced to retire, 
if indeed it adheres to its announced intention of not 
joining the Conference. 

As regards the mail and freight contracts, negotiations 
between the Government and the Union Castle Company 
and two other aspirants were reopened at the end of last 
year and have again been adjourned. Press reports an- 
nounce that a Tilden Smith-Schlesinger group of financiers 
proposed to inaugurate a new line of ten freight steamers, 
making adequate provision for perishable exports, in return 
for a monopoly of the Government imports from Europe 
and a subsidy of {100,000 annually for fifteen years, the 
company to be registered in the Union but financed from 
abroad. It was not proposed to carry passengers or mails. 
Sir Robert Thomas also made an offer. The Government 
wisely consulted representatives of the commercial, indus- 
trial and agricultural associations in order to ascertain the 
views of interested parties. 

A South African Government which decides to influence 
ordinary commercial negotiations between shippers and 
ship-owners by means of a subsidy grant or the imposition 
of maximum freight rates on selected branches of the trade 
will encounter many divergent South African interests. 
Agriculturists want the best of all possible worlds ; stability 
of rates, and protection at the same time for competing 
lines which disturb “ stability.” The importers, with some 
honourable exceptions in the case of merchants who keep 
an eye on elasticity of demand and the possibilities of a 
growing market as prices fall, seem to favour stability 
without paying much attention to the level of rates, for 
they believe any increase can be passed on to the consumer, 
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whereas the exporting farmers must sell at the world price. 
In the case of the export trade in fresh fruit, the growth of a 
comprehensive organisation to control distribution was 
described at length in a previous article,* and need not be 
repeated here; but the shipping aspect of the matter may 
be summarised in the statement that exports of citrus alone 
are estimated to amount by 1930 to six million cases 
annually, which would require sixty ships, each carrying 
100,000 cases, within three or four months, i.e., one sailing 
every other day. Inexplicable as the idea of a subsidy may 
be to economists and business men for a trade which so 
clearly should be able to bear its own distribution costs, 
the proposal is naturally supported by the farmers. 

Whereas the Government is directly interested as a 
contracting party in the terms at which the mails and its 
own imports are carried, it is not clear that its participation 
as signatory to ordinary shipping trade agreements can 
benefit the South African public as a whole. By limiting 
its own intervention to the guarantee of adequate publicity 
for all agreements made, the Government will probably 
achieve more than by bargaining mails against cargo. In 
the past the mail service certainly has not benefited thereby. 
When the Post Office Bill was being discussed in 1911 it 
was the grievance of one member that the mail boat still 
took 16% days, whereas they had accomplished better time 
twenty years earlier. In 1928 we can still echo the same 
complaint. Everyone, including the Government, freely 
acknowledges the extent of the service that the Union Castle 
Company has rendered to South Africa under the mail 
contracts, and if the mail service is still exasperatingly slow 
the fault lies more with the other terms of the contract 
than with the company. The mail vessels are also cargo 
vessels, and as someone recently remarked, if weights are 
to be carried you can’t expect greyhounds. Much then is to 
be said for keeping the mail and freight questions distinct, 


* Tue Rounp Taste, No. 62, March 1926, pp. 417-426. 
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and treating them as separate economic issues ; and if, 
in spite of political economy, of the Treasury, of the risk of 
invoking from other countries the “ anti-freight-dumping 
regulations ” in which South Africa herself so greatly 
excels, and of the protests of the long-suffering tax-payer, it 
is finally decided that shipments of ordinary exports are 
to be subsidised, then it is to be hoped that tenders will 
be invited before the amount of the subsidy is settled.* 


II. Tue Frac Question 


HE settlement of the controversy on the question of a 

national flag, which for more than a year had per- 
plexed and embittered the politics of the Union, came with 
dramatic suddenness. The uncompromising attitude of 
certain members of the Government in speeches made 
between the prorogation of Parliament in July and the 
beginning ot the following session in October had prepared 
both sides for a protracted struggle, first in Parliament and 
then in the country. In Parliament, which had been 
specially summoned to deal with this and other matters 
on which the Senate and the House of Assembly were at 
issue, the Flag Bill was to be again introduced, and, if the 
opposition of the Senate could not be overcome, was to be 
passed into law by a joint sitting ot both Houses. Then, as 
the Bill provided for the submission of the question to a 
referendum, we were to have all the excitement of a general 
election concentrated on this most inflammatory question 
of the flag. 

When Parliament met, however, it was clear that the 
feeling in favour of a settlement by agreement was pre- 
dominant. Events which had happened during the recess, 
where meetings on both sides had led to serious disorders, 


A freight agreement for ten years from the beginning of 1929 has now 
been signed between the South African Government and the Union Castle 
Steamship Company, The mail contract still remains in abeyance, (See 


The Times, February 17, 1928.) 
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had given practical demonstration of the dangerous excite- 
ment which had already been aroused throughout the 
country. There was a growing conviction tha* the holding 
of a referendum, at which the people could only vote 
“Yes” or “No” upon the Government’s proposals, 
could only be carried out at the risk of grave disturbance 
of the public peace and possibly bloodshed. Among 
members of Parliament on both sides there was a strong 
movement to obtain a settlement by agreement, and when 
once General Hertzog and General Smuts had found a 
possible way of compromise it was almost eagerly accepted 
by the great majority of members on both sides. The 
compromise ultimately adopted was based on the principle 
which had been for some time strenuously urged by the 
Minister of Justice, Mr. Tielman Roos—the one member 
of the Government who had persistently advocated a 
settlement by agreement. That principle was that, as no 
agreement could be reached as to the design of a national 
flag—the one side insisting that the design should contain 
as an integral and substantial portion of it the Union Jack 
and the flags of the two Boer Republics and the other being 
equally determined that it should contain no emblem 
recalling past history—the problem should be solved by 
the Union having two flags, to be flown together on 
government buildings in the principal towns, at the ports 
and abroad. ‘These two flags were to be (i) the Union 
Jack as symbolising the association of South Africa with the 
British Commonwealth of Nations; and (ii) the South 
African national flag which contains in its centre the Union 
Jack and the two Republican flags grouped. For South 
African shipping the flag is prescribed by the Merchant 
Shipping Act which applies to South Africa as to other 
Dominions. That is one of the Imperial statutes the appli- 
cation of which to Dominions may conflict with the new 
conception of Dominion status as declared at the Conference 
of 1926, and which in consequence will fall to be dealt with 
by the committee of experts contemplated in the declaration 
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of the Conference which as yet apparently has not begun 
to function. Meanwhile the South African legislation does 
not extend to shipping. 

The idea of a dual flag was not a last hour suggestion. 
The Bill which the Government introduced in 1926 and 
afterwards withdrew contained a provision that the Union 
Jack should be flown in addition to the national flag on 
certain specified public holidays to symbolise the associa- 
tion of South Africa with the British Commonwealth of 
Nations. The Bill of 1927 made no provision as to the 
particular occasions on which the Union Jack should be 
flown but simply declared that the Union Jack should 
symbolise the association of South Africa with the British 
Commonwealth. The settlement embodied in the Act goes 
further and provides that the Union Jack, for the purpose 
of symbolising the association referred to, shall be one of the 
two flags of the Union. It was that addition which made 
acceptance of the settlement possible by the British section 
of the South African party. 

The new flag usage is to come into official existence on 
May 31 next—the eighteenth anniversary of the birth of 
the Union. In the meantime it is clear that the ready 
acceptance of the settlement in Parliament by the sup- 
porters of the Government has not been reflected in the 
country, at any rate in certain sections of the Nationalist 
party. That, however, may be accounted for to a certain 
extent by the suddenness of the settlement, and the conse- 
quent absence of time and opportunity for Ministers to 
prepare the minds of their adherents for the change. But 
the advantages of an agreed settlement are so strongly 
appreciated throughout the country that it is not likely 
that the feeling of disappointment will persist, even in the 
quarters in which it was at first exhibited. The more 
important question which arises is whether the dual flag— 
admittedly a novel experiment—will last in actual practice, 
and in what direction other Dominions are likely to be 
influenced by our example. 
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The status of the Dominions as declared by the Confer- 
ence of 1926 is that of 


autonomous communities within the British Empire, equal in status, 
in no way subordinate one to another in any aspect of their domestic 
or external affairs, though united by a common allegiance to the 
Crown, and freely associated as members of the British Common- 
wealth of Nations. 


Without attempting to analyse this conception too closely 
we must admit that a community which is fully autonomous 
as regards its domestic and external affairs is entitled to 
fly its own flag expressive of its independent national 
existence. But sucha flag, it may be contended, would not 
express the whole content of our national existence if its 
design did not contain some symbol expressive of our 
common allegiance with the other Dominions to the British 
Crown. Whether this symbol should be the Union Jack, 
or some other which may be agreed upon, is a matter upon 
which perhaps some future conference may decide. South 
Africa has been forced by the exigencies of politics to find 
a solution now, and she has sought it by the method of 
dualism, by which she has already solved or evaded critical 
problems of her national life. The adoption of the Union 
Jack as a second flag, to symbolise our common allegiance 
and free association with Great Britain and the other 
Dominions, may be open to criticism, but it has at least 
one merit. It enables the change to be made without 
antagonising the large number of citizens of British race or 
origin who have a very strong aversion to seeing the Union 
Jack, which has become part of their national consciousness, 
disappear from their country. Sentiments associated with 
the flag lie deep in men’s hearts. One has only to look 
back a little way in South African history, and to reflect 
upon our short and chequered life as a national unity, to 
realise to how sore a test that unity was put when we were 
called upon to devise a national flag. That both sides 
were able at the last moment to make the sacrifices involved 
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in coming to a settlement is a tribute to the strength of that 
spirit of unity which, young as it is, can in times of stress 
prevail over our many and distracting political divisions. 


III. Wace RecuLaTtion 


The South African racial problem has probably no parallel 
in any country at the present time. The dominant white 
race is outnumbered by about three to one by the subject 
aboriginal races, and between the two are comparatively 
small but racially important classes of Indians and bastards. 
These sections do not mix socially and have widely different 
standards of living. The relative position of the races has 
changed within the last twenty-five years. Formerly the 
white race consisted broadly of landowners in the country 
and supervisorsin the towns. The population has increased 
mostly by natural causes as opposed to immigration, and 
the capacity of the land to carry a large number of people 
increases slowly. Failing better exploitation of the land, 
the increased population tends to be forced into the towns 
in which the white population has increased beyond the 
absorbing capacity of the professions, commerce and skilled 
trades. The result is that both in town and country there 
is a class of landless men without skill whose only means of 
earning a living is as labourers. But this is impossible 
for them ; they are white men and must live as other white 
men, which can only be done on a wage which is about three 
times as high as the wage which is ample for the native 
labourer. Physically, the white and the native labourer 
are not notably different, the white man’s education gives 
him greater intelligence, but this factor is not enough to 
outweigh the great difference in pay for identical work. 
Consequently, the unskilled white man cannot compete for 
work against the native. The ordinary employer will not 
engage him and he is compelled to join government or 
municipal relief works for which an uneconomic wage is 
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paid. If he cannot get employment, he is in danger of 
sinking to depths of poverty and degradation far below the 
standards of respectable and civilised natives. This 
sunken class is termed “ poor whites ” and according to 
some estimates now amounts to nearly one-tenth of the 
white population. Any solution of this difficulty is an 
integral part of a general settlement of the relationship of 
the white and native races, and no solution can be final in 
which competitors for the same class of work have radically 
different standards of living. 

As opposed to the unskilled man, the qualified artisan 
is in a good position. Few natives are competent to com- 
pete with him, and he has trade unions to bargain for him. 
There is a strong contrast between the skilled and the 
unskilled wage, which may be graphically represented as 
£1 per day as opposed to {1 per week. This may be 
compared with the standard in England, where the skilled 
man has an advantage of 30 to 40 per cent. over the unskilled 
man as contrasted with 3-400 per cent. in this country. 
The native wage, say £1 per week in the towns, tends to be 
a customary wage, and there is little variation for gradations 
of skill or experience. Several results follow from this wide 
gap which are detrimental to both classes and fatal to the 
white man outside the skilled class. The first and most 
obvious is the temptation to the employer to employ as 
few highly paid white men and as many low paid natives 
as possible. It was the allegation that the mining houses 
wished to alter the ratio of white men to natives in this 
way, which caused the great bitterness of the Rand strike 
in 1922. When retrenchment takes place the skilled white 
man must remain altogether unemployed, as he cannot take 
a lower grade of work till better times come Again, 
difficulties surround the question of training in skilled 
trades ; apprentices are not willing to serve a long term at 
a “ Kaffir’s wage” and they are not worth a full wage till 
they are qualified; one result is that skilled men are 
engaged from overseas. For the native the effect of the 
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system is that he gets little reward for experience or partial 
skill—it must be understood that this is a generalisation— 
and consequently there is no incentive to stay permanently 
in one employment and acquire such experience or skill. 
Native labour, moreover, tends to be fluctuating and 
inefficient. These reasons account in part for the fact 
that the average industrial wage in the Union is £116 as 
compared with £193 in Australia and {221 in Canada, and 
also for the low average output per worker which is £439 
in the Union against £866 in Australia and {1,070 in 
Canada. Industrial unrest naturally followed from the 
above-mentioned conditions, and culminated in the 1922 
strike. This cessation of one of the main industries of the 
country caused wide-spread trade depression from which the 
country did not recover for two years. 

One of the last measures passed by the Smuts Govern- 
ment was the Industrial Conciliation Act of 1924. This 
Act provides for the fixing of wages by Conciliation Boards 
and Industrial Councils formed of representatives of 
employers and workers in different industries and areas. 
The wages agreed upon by each council are promulgated 
in the Government Gazette and thereupon become the 
standard minimum wages for that industry in that area, 
but the Act does not apply to pass-carrying* natives, who 
form the bulk of the labourers. It is suited to the needs 
of industries in which the workers are well organised and 
are in a position to bargain with their employers, and was 
at once made use of in the printing and building trades. 
The Act, however, is not effective in fixing fair wages 
where the workers are not in a position to make an effective 
collective bargain, as in cases where there is extensive 
sweating, or where the industry is very small, or un- 
organised. 

To fill this gap, the Pact Government carried into law 
the Wages Act of 1925. This Act provides that, in cases 

* With certain exceptions based on the standard of education or civilisa- 
tion, natives are obliged, except in Cape Colony, to carry passes. 
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to which the Conciliation Act does not apply—agriculture 
and domestic service are excepted—application may be 
made to a Wage Board by either employers or workmen to 
fix the scale of wages in any industry. A single Wage 
Board, consisting of three members, was set up to hear all 
applications. This Wage Board, after hearing evidence and 
investigating the merits, recommends a scale of minimum 
wages to the Minister, who may accept or reject, but not 
modify, the recommendations. If accepted, the scale 
of wages is gazetted and becomes the compulsory minimum 
in the industry and area concerned. The recommendations 
of the Wage Board are made without reference to race or 
colour, and affect every grade of work. 

The far-reaching objects of this Act are clear from Colonel 
Creswell’s speech as Minister of Labour in proposing the 
second reading :— 


In South Africa we have not (he said) got a homogeneous popula- 
tion. We have two races separated by a wide gulf of history and 
civilisation ; a gulf of difference in material wants which are con- 
sidered necessary for life. ‘The same process which leads to sweating 
in another country gives a tendency in this country to eliminate 
those who require the higher standard of life. In another sphere 
it is an illustration of Gresham’s Law of Currency; in certain 
circumstances the bad money will drive out the good. In the 
competitive wage-production system in a situation such as we have 
in South Africa the lower civilisation will gradually drive out the 
higher civilisation. I believe there is room in South Africa for all 
of us, but I cannot understand any man who can dream that it can 
be in the long run good for either the civilised or uncivilised in- 
habitants of South Africa that the civilised population of South 
Africa should fail to keep their end up and have the fullest oppor- 
tunities of expansion in the country which is their own. 


This Act, is part of the policy of the present Government 
which is to absorb the white population in industries, for 
the encouragement of which the tariff has been remodelled 
and made flexible enough to give protection to small 
concerns and prevent such dumping of imports as would 
ruin them. This policy is accompanied by a native policy 


GG2 7 449 





South Africa 


of modified segregation which will discourage natives from 
settling in towns in large numbers or as permanent residents 
and, as far as possible, remove the competition of people of 
different standards of life for the same work. 

The Wage Board has now been working for about two 
years and has made a number of awards. Its members also 
sat as arbitrators and conducted a very detailed investiga- 
tion into the Witwatersrand mining industry and made an 
award which was accepted by both sides although some 
very large claims made by the mine workers were rejected. 
In terms of the Act, the Board has adopted the procedure 
of making an interim award and then hearing objections 
and, if necessary, modifying its award—or to be more 
correct its recommendation to the Minister. Its advent 
was looked upon at first with a considerable amount of 
hostility which was very vocal in the Press. This has died 
down as the position became clearer and it was found that 
the Board was open to reason and did not intend to force 
the payment of ruinously high wages to all employees. 
In most cases the awards made have not been in excess of 
the highest wages already paid in the industry affected. 
The Board has endeavoured to award a “living wage” 
so as to eliminate the various forms of sweating and also, 
by means of several steps, to establish a gradation in wages 
from the unskilled newcomer to the man of skill and long 
experience. Different scales of pay are laid down for 
juveniles, for adult learners and workers with more than 
a fixed period of experience, and different kinds of work are 
differently paid. To prevent the abuse of “ learners,” 
the proportion of these is fixed in relation to the whole 
staff. The Board does not fix the wages of apprentices, 
who are dealt with by other similar legislation. 

The Board considers that the adoption of these scales 
of wages will lead to greater continuity of employment, in 
that employees will not have the same inducement to start 
other work for which the wage is a trifle higher and thereby 
lose the benefit of the experience they have acquired, 
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and the higher rate of wages will be made up for, to the 
employer, by the greater competence of the workmen. 
They also consider that the necessity of paying higher 
wages will lead to improved management, in order that 
a higher output may compensate for the higher wage. 
Where considerable changes are effected a period of three 
or four years is allowed for the industry to adapt itself to 
the new conditions. Nor is the Board’s award under the 
Act a final determination of wages. The Board may, at 
any time on cause being shown by employers or workmen, 
modify its award. 

The existence of the Wage Board has had important 
effects apart from its actual awards. The prospect of 
compulsory wage regulation has led to the formation of a 
number of industrial councils to fix wages by agreement and 
not by imposition. Under the Conciliation Act pass- 
carrying natives are not subject to the awards of these 
councils, consequently in some industries white men were 
dismissed and natives employed at the lower wage. To 
prevent this, the Wage Board has been called in to make a 
supplementary award for the pass-carrying natives. It 
has refused to “ rubber stamp ” industrial agreements, and 
made a full investigation in such cases, giving awards in 
accordance with its findings, and by laying down wages 
for the class of work done, it prevents the ousting of 
white men or, alternatively, the payment of unduly low 
wages to natives. Under the Wage Act it is obliged to 
recommend the payment of wages upon which workmen 
can maintain themselves in accordance with civilised habits 
of life and if it is unable to recommend such a wage it 
must report this fact to the Minister, who may then request 
it to recommend the wage that it thinks fit. In every 
industry natives are employed for the simpler tasks of 
carrying and cleaning. It would be unreasonable to 
recommend that the habits cf the country should be 
suddenly upset by awarding a white man’s wage for such 
employment, and, in the awards already made the lowest 
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scale of work has been paid for at a native rate, fixed by the 
Board at the Minister’s request. 

Considerable dissatisfaction exists among the natives at 
the industrial conditions to which they are subject. This 
has found vent in the success of Clements Kadalie, a 
Nyasaland native educated in America, in forming the 
International Coloured Union which extends over the 
whole country and has a membership of some tens of 
thousands.* Some members of this union have indulged 
in wild talk at meetings, and some apprehension has been 
caused as to possible political or revolutionary motives. 
The Wage Board, however, provides them with a constitu- 
tional way of obtaining better wages and conditions of 
employment. Under the egis of the I.C.U. a number of 
applications have been filed for better wages for natives in 
certain industries ; but these cases cannot be investigated 
or adjudicated upon except under the direction of the 
Minister, as it is generally impossible for the Board to 
recommend a “ civilised” wage for the class of work 
usually done by natives without causing an economic 
revolution. This is a matter of first rate importance which 
obviously calls for deliberation by the Cabinet. No general 
decision has, however, as yet been come to by them. The 
Wage Board may be in a position to take measures to allay 
what might develop into serious political discontent on the 
part of the unenfranchised native population. 

If this experiment succeeds the social and economic 
effect is likely to be great after some years. It is unneces- 
sary to point out the effects that the abolition of sweating 
and the establishment of a high scale of wages will have on 
private wealth. More important still is the provision 
of avenues enabling landless white men to acquire the 
status of skilled or semi-skilled industrial workers, 
and the elimination of ruinous competition between 
unskilled manual labourers with different standards of 


* For further particulars, see Toe Rounp Taste, No. 66, March, 1927, 
Pp- 404. 
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living. It seems probable indeed that the regulation of 
wages on these lines will bring into being an industrial 
population which will be predominantly white. When a 
scale of “ civilised” wages is laid down for a particular 
class of work, public opinion will generally compel the 
employment of a white workman rather than a native; 
but it remains open to a native doing skilled work to receive 
adequate pay—higher pay than the white man doing un- 
skilled work. In some trades it is probable that, as in the 
United States, the public will become accustomed to seeing 
native workers in leading positions. In native areas there 
is of course no obstacle to natives filling any kind of employ- 
ment. ‘These considerations seem to lead to the conclusion 
that, under this system of State regulation of wages, they 
will be able to find their own level in accordance with their 
individual merits and that without being forced to rely 
on their lower standard of living. Consequently there 
would appear to be no logical necessity for a statutory 
colour bar intended to maintain civilised standards of 
life for the white man. 


South Africa. 
January, 1928 
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